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Rules  and  Regulations 


Title  32— NATIONAL  DEFENSE 

Chapter  I — Office  of  the  Secretary  o 
Defense 

SUBCHAPTER  A — ARMED  SERVICES 
PROCUREMENT  REGULATIONS 

MISCELLANEOUS  AMENDMENTS  TO 
SUBCHAPTER 

The  following  amendments  to  this  sub¬ 
chapter  are  issued  by  direction  of  the 
Assistant  Secretary  of' Defense  (Instal¬ 
lations  and  Logistics)  pursuant  to  the 
authority  contained  in  Department  of 
Defense  Directive  No.  4105.30,  dated 
March  11, 1959  (24  F.R.  2260) ,  as  amend¬ 
ed,  and  10  U.S.C.  2202. 

part  1—  GENERAL  PROVISIONS 

1.  Sections  1.311  and  1.315  are  revised; 
a  new  §  1.323  is  added;  and  in  §  1.701- 
1(a)  (2) ,  subdivision  (v)  is  revised,  to  read 
as  follows: 

§1.311  “Buying  In”. 

“Buying  in”  refers  to  the  practice  of 
attempting  in  procurements  involving 
price  competition,  to  obtain  a  contract 
award  by  knowingly  offering  a  price  less 
than  anticipated  costs  with  the  expecta¬ 
tion  of  either  (a)  increasing  the  contract 
price  during  the  period  of  performance 
through  change  orders  or  other  means, 
or  (b)  receiving  future  “follow-on”  con¬ 
tracts  at  prices  high  enough  to  recover 
any  losses  on  the  original  “buy-in”  con¬ 
tract.  Such  a  practice  is  not  favored  by 
the  Department  of  Defense  since  its  long¬ 
term  effects  may  diminish  competition 
and  it  may  result  in  poor  contract  per¬ 
formance.  Where  there  is  reason  to  be¬ 
lieve  that  “buying  in”  has  occurred,  con¬ 
tracting  officers  shall  assure  that 
amounts  thereby  excluded  in  the  develop¬ 
ment  of  the  original  contract  price  are 
not  recovered  in  the  pricing  of  change 
orders  or  of  follow-on  procurements  sub¬ 
ject  to  cost  analysis. 

§  1.315  Procurement  of  jewel  bearings. 

(a)  It  has  been  determined  that  de¬ 
fense  interests  require  the  continued 
maintenance  of  an  active  and  versatile 
mobilization  base  for  the  production  of 
jewel  bearings.  This  base  has  been  es¬ 
tablished  at  the  Government-owned  Tur¬ 
tle  Mountain  Bearing  Plant,  Rolla,  North 
Dakota.  In  support  of  this  policy,  all  pro¬ 
curements  of  items  containing  jewel 
bearings  shall  provide,  in  the  solicitations 
and  resulting  contracts,  a  requirement 
that  jewel  bearings  in  the  quantities,  and 
of  the  types  and  sizes  necessary  for  the 
end  items  to  be  supplied  under  the  con¬ 
tract,  be  purchased  from  the  Turtle 
Mountain  Plant  and  be  incorporated  in 
the  delivered  items,  subject  to  the  criteria 
provided  in  paragraphs  (b) ,  (c) ,  and  (d) 
°f  this  section,  except: 

(1)  When  quantity  requirements, 
quality  standards,  or  delivery  require¬ 
ments  cannot  be  satisfied  by  bearings 


manufactured  at  the  Turtle  Mountain 
Plant; 

(2)  For  purchases  of  commercial  end 
items  or  of  military  end  items  having 
jeweled  components  used  in  commercial 
end  items,  when  the  quantities  of  such 
end  items  or  components  are  such  that 
the  contracting  officer  either  knows  or 
reasonably  expects  that  all  such  com¬ 
mercial  end  items  or  commercial  com¬ 
ponents  of  military  end  items  are  already 
manufactured  and  available  from  the 
stock  of  any  dealer,  wholesaler,  distrib¬ 
utor,  or  manufacturer;  or 

(3)  For  bearings  used  in  items  that  are 
to  be  procured  and  used  outside  the 
United  States,  its  possessions,  and  Puerto 
Rico. 

(b)  In  order  to  assure  that  all  bidders 
or  offerors  are  competing  on  the  same 
basis,  it  is  necessary  that  the  solicitation 
for  items  containing  jewel  bearings 
clearly  state: 

(1)  The  successful  contractor  will  be 
required  to  purchase  Turtle  Mountain 
source  bearings  at  prices  established  in 
the  U.S.  Government  Jewel  Bearing  Price 
List  then  in  effect,  and  to  incorporate 
such  bearings  in  the  item  to  be  delivered ; 
and 

(2)  Bids  or  proposals  are  to  be  predi¬ 
cated  on  this  requirement. 

If  it  should  occur,  after  award,  that  the 
Turtle  Mountain  Plant  rejects  the  con¬ 
tractor’s  purchase  order  entirely  or  in 
part,  the  contractor  shall  be  required  to 
so  notify  the  contracting  officer  who  will 
effect  an  equitable  adjustment  in  the 
'contract  price  to  reflect  any  costs  or  sav¬ 
ings  accruing  to  contractor  by  reason  of 
any  price  differential  for  such  bearings, 
pursuant  to  the  clause  of  this  contract 
entitled  “Changes.” 

(c)  To  the  extent  Turtle  Mountain 
bearings  are  fungible  with  other  bearings 
and  it  is  not  practical  or  would  be  costly 
to  segregate  jewel  bearing  inventories  or 
work  in  process  for  items  to  be  furnished 
the  Government  from  that  to  be  fur¬ 
nished  commercial  customers,  or  for 
other  similar  reasons,  it  may  be  in  the 
Government’s  interest  to  waive  the  use 
requirements  at  the  discretion  of  the 
contracting  officer.  No  waiver  will  be 
granted  to  prospective  contractors  prior 
to  award  and  no  assurance  will  be  given 
prior  to  award  to  any  prospective  con¬ 
tractors  that  such  waiver  will  be  granted 
after  award.  Minor  inconvenience  to 
contractors  alone  will  not  satisfy  the 
need  for  demonstrating  that  the  Govern¬ 
ment’s  interests  are  served  by  such 
waiver.  When  the  use  requirement  is 
waived,  an  equitable  adjustment  for  cost 
savings  resulting  therefrom  shall  be 
made. 

(d)  In  circumstances  where  a  procure¬ 
ment  is  not  exempt  from  this  procedure 
but  it  would  be  impractical  or  contrary 
to  the  Government’s  best  interest  to  re¬ 
quire  actual  use  of  all  of  the  Turtle 
Mountain  bearings  required  to  be  pur¬ 
chased,  the  contracting  officer  may  pro¬ 


vide  in  the  solicitation  and  resulting 
contract  that  a  minimum  fixed  percent¬ 
age  of  the  total  bearings  requirements  be 
of  Turtle  Mountain  origin,  or  that  Turtle 
Mountain  bearings  be  purchased  for  and 
used  in  a  certain  number  of  the  total 
items  to  be  supplied. 

(e)  In  all  procurements  subject  to 
these  procedures,  the  following  clause  is 
required  for  use: 

Required  Source  for  Jewel  Bearings 
(Mat  1964) 

Jewel  bearings  required  in  the  perform¬ 
ance  of  this  contract  shall  be  procured  from 
the  Turtle  Mountain  Jewel  Bearing  Plant, 
RoUa,  North  Dakota,  at  prices  established 
in  the  Official  U.S.  Government  Jewel  Bear¬ 
ing  Price  List  dated  ( insert  latest  elective 
date).  The  Contractor  agrees  that  the  de¬ 
livery  dates  specified  for  the  quantities  and 
types  of  jewel  bearings  so  ordered  will  be 
reasonably  related  to  manufacturing  sched¬ 
ules  and  delivery  requirements  of  this  con¬ 
tract.  The  Contractor  agrees  to  notify  the 
Contracting  Officer  promptly  of  the  rejec¬ 
tion  of  his  purchase  order  in  whole  or  in 
part  by  the  Turtle  Mountain  Plant  and  fur¬ 
ther  agrees  to  an  equitable  adjustment  in 
the  contract  price  pursuant  to  the  “Changes’* 
clause  of  this  contract  to  reflect  any  costs 
or  savings  to  the  Contractor  resulting  from 
such  rejection.  The  Contractor  further 
agrees  to  incorporate  the  purchased  Turtle 
Mountain  jewel  bearings  in  the  items  to  be 
delivered  under  this  contract.1  The  require¬ 
ment  for  use  (but  not  the  requirement  for 
purchase)  of  such  bearings  may  be  waived 
in  the  discretion  of  the  Contracting  Officer 
when  such  waiver  is  determined  by  him 
to  be  in  the  Government’s  interest,  and 
where  agreement  is  reached  for  an  equitable 
adjustment  in  the  contract  price  by  reason 
of  such  waiver. 

1  Where  less  than  total  purchase  and  usage 
of  Turtle  Mountain  bearings  is  to  be  re¬ 
quired,  substitute  “The  Contractor  further 
agrees  to  purchase  and  incorporate  Turtle 
Mountain  bearings  in  items  to  be  delivered 
under  this  contract  equivalent  to  at  least 
_ %  of  the  total  quantity  of  bearings  re¬ 
quired  to  perform  this  contract.”  (Per¬ 
centage  to  be  inserted  by  Contracting  Offi¬ 
cer.)  In  lieu  of  a  percentage,  the  clause 
may  refer  to  specific  quantities  of  items  listed 
in  the  schedule  for  which.  Turtle  Mountain 
bearings  must  be  purchased  and  used. 

§  1.323  Procurement  of  natural  rubber 
for  aircraft  tires,  tubes,  tire  recap¬ 
ping,  and  recapping  materials. 

(a)  It  is  national  policy  to  require 
contractors  to  purchase  natural  rubber 
from  the  National  Stockpile  in  connec¬ 
tion  with  defense  contracts  for  aircraft 
tires,  tubes,  tire  recapping,  and  recap¬ 
ping  material.  The  Office  of  Emergency 
Planning,  Executive  Office  of  the  Presi¬ 
dent,  has  authorized  the  General  Serv¬ 
ices  Administration  to  dispose  of  natural 
rubber  for  that  purpose. 

(b)  The  following  clause  shall  be  in¬ 
serted  in  contracts  for  aircraft  tires, 
tubes,  tire  recapping  (unless  the  recap¬ 
ping  materials  are  Government  fur¬ 
nished),  and  recapping  materials,  and 
in  contracts  for  aircraft  under  which 
the  contractor  is  to  furnish  tires  or 
tubes. 
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Purchase  or  Natural  Rubber  (Mat  1964) 

(a)  Except  as  provided  In  paragraph  (b) 
below,  the  Contractor  shall  purchase  from 
the  General  Services  Administration,  either 
directly  or  through  a  dealer,  during  the  life 

of  this  contract _ 1 

pounds  of  crude  natural  rubber.  Each  order 
for  rubber  placed  with  the  General  Services 
Administration  pursuant  to  this  clause  shall 
state  that  it  has  been  placed  in  accordance 
with  the  provisions  of  this  clause,  shall  iden¬ 
tify  this  contract  by  number  and  the  name 
of  the  issuing  activity  and  shall  be  sent  to: 

Manager,  Rubber  Project, 

Geteral  Services  Administration, 

Room  6042,  OS  A  Building, 

18th  and  P  Streets  NW., 

Washington,  D.C.,  20025. 

Rubber  purchased  pursuant  to  this  clause 
may  be  used  in  any  manner  the  Contractor 
desires  and  need  not  be  earmarked  in  any 
way  after  delivery  to  the  Contractor,  nor 
physically  incorporated  in  the  items  to  be 
delivered,  provided  the  specifications  are 
met. 

(b)  To  the  extent  the  Contractor  places 
subcontracts  for  tires,  tubes,  tire  recapping, 
or  recapping  materials  under  this  contract, 
he  is  not  required  to  purchase  rubber  from 
the  General  Services  Administration.  How¬ 
ever,  he  agrees  to  incorporate  in  any  such 
subcontract  the  same  terms  and  conditions 
set  forth  in  this  clause  Including  this  para¬ 
graph  ( b ) ,  specifying  approximate  quan¬ 
tity  of  crude  natural  rubber  contained  in  the 
tires,  tubes,  tire  recapping,  or  recapping  ma¬ 
terials  to  be  delivered  under  the  subcontract. 
The  Contractor  shall  forward  one  copy  of 
each  such  subcontract,  referencing  the  prime 
cdntract  number  and  the  issuing  activity,  to 
the  General  Services  Administration  at  the 
above  address. 

(c)  Copies  or  pertinent  abstracts  of  all 
contracts  and  contract  modifications  affect¬ 
ing  rubber  quantities  will  be  forwarded  by 
the  purchasing  activity  to  the  General  Serv¬ 
ices  Administration  at  the  address  specified 
in  the  contract  clause. 

1  Contracting  officer  shall  insert  approxi¬ 
mate  quantity  of  crude  natural  rubber  con¬ 
tained  in  the  tires,  tubes,  tire  recapping, 
or  recapping  materials  to  be  delivered  under 
this  contract. 

§  1.701—1  Small  business  concern. 

(a)  *  *  * 

(2)  Industry  small  business  size 
standards  *  *  * 

(v)  Transportation  industries — (a) 
General.  Except  as  provided  in  (b)  and 
(c)  of  this  subdivision,  for  passenger  or 
freight  transportation  the  number  of  em¬ 
ployees  of  the  concern  and  its  affiliates 
must  not  exceed  500  persons. 

(b)  Air  transportation.  For  air  trans¬ 
portation,  the  number  of  employees  of 
the  concern  and  its  affiliates  must  not 
exceed  1,000  persons. 

(c)  Trucking  ( local  and  long  dis¬ 
tance),  warehousing,  packing  and  crat¬ 
ing,  and/or  freight  forwarding.  For 
trucking  (local  and  long  distance) ,  ware¬ 
housing,  packing  and  crating,  and/or 
freight  forwarding,  the  annual  receipts 
of  the  concern  and  its  affiliates  must  not 
exceed  $3,000,000  except  that  if  the  con¬ 
cern  is  located  in  Alaska,  such  receipts 
must  not  exceed  $3,750,000.  No  such 
concern,  however,  will  be  denied  small 
business  status  for  the  purpose  of  Gov¬ 
ernment  procurement  solely  because  of 
its  contractual  relationship  with  a  large 
interstate  van  line  if  (1)  the  concern’s 
annual  receipts  have  not  exceeded 
$3,000,000  during  its  most  recently  com¬ 


pleted  fiscal  year  ($3,750,000  if  located 
in  Alaska),  and  (2)  not  more  than  fifty 
percent  (50%)  of  such  annual  receipts 
are  directly  attributable  to  the  concern’s 
relationship  with  an  interstate  van  line. 

*  *  *  *  * 

2.  In  §  1.1003-9,  paragraph  (a)  is  re¬ 
vised  and  new  paragraphs  (b)  (9)  and 
(e)(6)  are  added;  and  §  1  1.1604(e), 
1.1705-2,  and  1.1705-3  are  revised  as 
follows:  - 

§  1.1003—9  Preparation  and  transmittal. 

(a)  Each  purchasing  office  shall  trans¬ 
mit  a  synopsis  of  proposed  procurements 
as  follows: 

(1)  When  teletypewriter  service  is 
available  and  time  or  other  considera¬ 
tions  indicate  that  mail  service  should 
not  be  used,  all  synopses  shall  be  for¬ 
warded  daily  as  soon  as  practical  via 
teletypewriter  covering  invitations  for 
bids,  requests  for  proposals  or  quotations 
issued  on  that  day,  or  at  the  earliest  prac¬ 
tical  time  prior  to  issuance  of  the  invita¬ 
tion  for  bids,  requests  for  proposals  or 
quotations,  as  is  deemed  appropriate,  to 
the  following  address. 

Synopsis,  Commerce  Department, 

Field  Services, 

Chicago,  Illinois. 

(2)  When  the  use  of  mail  service  does 
not  interfere  with  the  intent  of  allowing 
interested  firms  ample  time  to  submit 
bids,  proposals  or  quotations,  or  when 
teletypewriter  service  is  not  available, 
synopses  shall  be  dispatched  by  airmail 
or  ordinary  mail,  whichever  is  considered 
most  expeditious,  addressed  as  follows: 

U.S.  Department  of  Commerce  (Synopsis) , 
Administrative  Service  Office, 

Room  1300, 

433  West  Van  Buren  Street, 

Chicago,  Illinois,  60607. 

(b)  Each  synopsis  shall  be  prepared  as 
described  below : 

*  *  *  *  ^  • 

(9)  On  the  last  page  of  each  issue  the 
Commerce  Business  Daily  publishes  foot¬ 
note  information  identified  as  “cuts,” 
which  applies  to  specific  procurement 
situations  and  which  is  used  in  repetitive 
instances  in  certain  synopses  appearing 
in  the  publication.  Some  existing  “cuts” 
are  similar  to  the  examples  stated  in 
paragraph  (e)  of  this  section.  Where 
existing  “cuts”  include  exact  wordage 
applicable  to  a  given  synopsis,  purchas¬ 
ing  offices  may  incorporate  into  the  body 
of  the  letter  or  teletypewriter  transmittal 

a  reference  “See  Cut  No. _ on  the  last 

page  of  this  issue  *  *  *”,  in  lieu  of  typ¬ 
ing  out  the  specific  text  of  the  particular 
entry.  Any  reference  in  the  transmittal 
to  certain  standard  “boilerplate”  notices 
in  the  Commerce  Business  Daily  will  be 
made  by  title,  e.g.,  “Research  and  De¬ 
velopment  Sources  Sought,”  when  ap¬ 
plicable.  When  the  procurement  situ¬ 
ation  of  a  given  synopsis  deviates  from 
the  standard  “boilerplate”  language,  ap¬ 
propriate  emphasis  should  be  made  in 
the  text  of  the  transmitted  synopses. 

Note:  The  purpose  of  using  “cuts”  is  to 
reduce  the  costs  of  preparing,  transmitting 
and  printing  synopses.  In  order  to  promote 
cost  reduction,  contracting  officers  are  urged 
to  use  references  to  “cuts”  in  preparing 
synopses,  when  applicable.  If  an  existing 


“cut”  does  not  cover  a  frequently  recurring 
situation,  contracting  officers  of  each  Depart¬ 
ment  may  request  the  Commerce  Business 
Dally  to  establish  a  new  “cut.”  Requests 
shall  be  addressed  to: 
y.S.  Department  of  Commerce  (Synopsis) , 
Administrative  Service  Office, 

Room  1300, 

433  West  Van  Buren  Street, 

Chicago,  Illinois,  60607. 

From  time  to  time  a  list  of  currently 
existing  “cuts”  will  be  published  in  a  U.S. 
Department  of  Commerce  Bulletin. 

*  *  *  •  * 

(e)  *  *  * 

(6)  Standardization  requirements:  This 
procurement  is  for  technical  equipment.  A 
determination  has  been  made  in  accordance 
with  10  U.S.C.  2304(a)  (13)  that  standardiza¬ 
tion  and  interchangeability  of  parts  are  nec¬ 
essary  in  the  public  interest.  Therefore,  to 
achieve  standardization,  it  is  proposed  that 
Requests  for  Proposals  need  be  issued  only 
to  the  following  firms: 


(Name  of  firm)  (Address) 

***** 

§  1.1604  Novation  agreements  anj 
change  of  name  agreements  affecting 
more  than  one  department. 
***** 

(e)  Novation  agreements  and  change 
of  name  agreements  amending  contracts 
for  the  storage  of  household  goods  en¬ 
tered  into  pursuant  to  Commercial 
Warehousing  and  Related  Services  for 
Household  Goods  of  Military  Personnel 
(DOD  Regulation  4145. 16-R)  shall  be 
forwarded  by  household  goods  field  of¬ 
ficers  to  the  Commander,  Defense  Traffic 
Management  Service  (DSA),  Attn:  HO, 
Washington,  D.C.,  20305,  for  appro¬ 
priate  execution  and  distribution.  Dis¬ 
tribution  of  novation  agreements  and 
change  of  name  agreements  will  be  made 
by  DSA/DTMS,  in  coordination  with  the 
military  services,  without  regard  to 
paragraph  (d)  of  this  section. 

§  1.1705—2  Value  engineering  incentive 
clause  for  fixed-price  incentive  con¬ 
tracts  (firm  targets). 

For  fixed-price  incentive  contracts 
(firm  targets) ,  insert  the  clause  set  forth 
in  §  1.1705-1,  modified  by  the  substitu¬ 
tion  of  the  following  paragraph  (d) 
thereof : 

(d)_ If  a  cost  reduction  proposal  submitted 
pursuant  to  this  clause  and  affecting  any 
of  the  items  described  in  paragraph  (a)  of 
the  “Incentive  Price  Revision  (Firm  Tar¬ 
get)”  clause  of  this  contract  is  accepted 
under  this  contract,  an  equitable  adjustment 
in  the  total  target  price  of  such  items  and 
in  any  other  affected  provision  of  this  con¬ 
tract  shall  be  made  in  accordance  with  this 
clause  and  the  “Changes”  clause  of  this  con¬ 
tract.  The  equitable  adjustment  in  such 
total  target  price  shall  be  established  by  (i) 
determining  the  amount  of  the  total  esti¬ 
mated  decrease  in  the  Contractor’s  cost  of 
performance  resulting  from  adoption  of  the 
cost  reduction  proposal,  taking  into  ac¬ 
count  the  cost  of  implementing  the  change 
by  the  Contractor,  and  (ii)  deducting  the 
full  amount  of  this  estimated  decrease  from 
the  total  target  cost  and  adding - per¬ 
cent  ( _ %y  of  such  amount  to  the  total 

target  profit  relating  to  such  items.  The 
maximum  dollar  limit  on  the  total  final  price 
of  such  items  shall  be  decreased  by - 


1  Insert  the  appropriate  percentage,  ie., 
the  contractors  share  (see  §  1.1702-2(c) ). 
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percent  ( _ %)*  of  this  decrease.  If 

the  equitable  adjustment  Involves  an  In¬ 
crease  In  the  contract  price,  such  Increase 
shall  be  established  under  the  "Changes” 
clause  rather  than  under  this  paragraph  (d) . 
The  resulting  contract  modification  will 
state  that  it  Is  made  pursuant  to  this  clause. 
(May  1964) . 

*  Insert  the  appropriate  percentage,  i.e.,  the 
Government’s  share  (see  $  1.1702-2  (c) ). 

§  1.1705—3  Value  engineering  incentive 
clause  for  fixed-price  incentive  con¬ 
tracts  (successive  targets). 

For  fixed-price  incentive  (successive 
targets)  contracts,  insert  the  clause  in 
§  1.1705-1,  modified  to  substitute  the 
following  for  paragraph  (d)  thereof : 

(d)(1)  If  a  cost  reduction  proposal  sub¬ 
mitted  pursuant  to  this  clause  and  affect¬ 
ing  any  of  the  Items  described  In  paragraph 
(a)  of  the  “Incentive  Prioe  Revision  (Suc¬ 
cessive  Targets)  ”  clause  of  this  contract  is 
accepted  under  this  contract,  an  equitable 
adjustment  in  the  total  initial  or  firm  target 
price  of  such  items  and  in  any  other  affected 
provision  of  this  contract  shall  be  made  in 
accordance  with  this  clause  and  the 
"Changes”  clause  of  this  contract.  Except 
as  otherwise  provided  in  paragraphs  (2) 
and  (3)  below  the  equitable  adjustments  in 
such  total  Initial  or  firm  target  price  shall 
be  established  by  (1)  determining  the 
amount  of  the  total  estimated  decrease  In 
the  Contractor’s  cost  of  performance  re¬ 
sulting  from  adoption  of  the  cost  reduction 
proposal,  taking  Into  account  the  cost  of 
implementing  the  change  by  the  Contractor, 
and  (il)  deducting  the  full  amount  of  this 
estimated  decrease  from  the  Initial  or  firm 
total  target  cost  of  such  items  (whichever 
is  in  effect  at  the  time  of  adjustment) ,  and 

adding _ percent  ( - %),1  or  such 

other  percentage  as  may  be  applicable  pur¬ 
suant  to  paragraph  (2)  below,  of  such 
amount  to  the  initial  or  firm  target  profit 
relating  to  such  items  (whichever  is  in  effect 
at  the  time  of  adjustment) .  Except  where 
a  firm  fixed-price  has  been  established  in 
accordance  with  paragraph  (c)  of  said  price 
revision  clause,  if  such  a  cost  reduction 
proposal  is  accepted  under  this  contract  ei¬ 
ther  before  or  after  the  establishment  of  a 
firm  profit  adjustment  formula  in  accord¬ 
ance  with  said  paragraph  (c) ,  the  maximum 
dollar  limit  on  the  total  final  price  of  such 

items  shall  be  decreased  by _ percent 

( - %)2  of  the  decrease. 

(2)  If  a  cost  reduction  proposal  submitted 
pursuant  to  this  clause  and  affecting  any  of 
the  items  referred  to  in  paragraph  (1)  above 
is  accepted  under  this  contract  after  the 
establishment  of  a  firm  fixed-price  in  ac¬ 
cordance  with  paragraph  (c)  of  the  “Incen¬ 
tive  Price  Revision  (Successive  Targets)" 
clause  of  this  contract,  an  equitable  adjust¬ 
ment  in  the  contract  price  and  in  any  other 
affected  provisions  of  this  contract  shall  be 
made  in  accordance  with  this  clause  and  the 
“Changes”  clause  of  this  contract.  If  the 
equiptable  adjustment  involves  a  reduction 
in  the  contract  price,  it  shall  be  established 
by  determining  the  amount  of  the  total 
estimated  decrease  in  the  Contractor’s  cost 
of  performance  resulting  from  the  adoption 
of  the  cost  reduction  proposal,  taking  into 
account  the  cost  of  implementing  the  change 
by  the  Contractor,  and  reducing  the  contract 

price  by - percent  ( _ %)*  of  such 

decrease.  If  a  firm  profit  adjustment 
formula  is  established  in  accordance  with 
said  paragraph  (c) ,  the  percentage  set  forth 
in  paragraph  (1)  (ii)  above  may  be  modified 
for  application  to  cost  reduction  proposals, 
submitted  pursuant  to  this  clause  and  af¬ 
fecting  any  of  the  items  referred  to  in  para- 

1  Insert  the  appropriate  percentage,  i.e., 
the  contractor’s  share  (see  §  1.1702-2  (c) ) . 

2  Insert  the  appropriate  percentage,  i.e.,  the 
Government’s  share  (see  5  1.1702-2  (c) ). 


graph  (1)  above,  which  are  accepted  under 
this  contract  after  the  establishment  of  said 
formula. 

(3)  If  an  equitable  adjustment  pursuant 
to  paragraph  (1)  or  (2)  above  should  Involve 
an  increase  in  the  contract  price,  such  in¬ 
crease  shall  be  established  under  the 
“Changes”  clause  rather  than  this  paragraph 
(d).  The  resulting  contract  modification 
shall  state  that  it  was  made  pursuant  to 
this  clause.  (May  1964) 


PART  2 — PROCUREMENT  BY  FORMAL 
ADVERTISING 

3.  In  §  2.201(b),  a  new  subparagraph 
(20)  is  added,  as  follows : 

§  2.201  Preparation  of  invitation  for 
bids. 

***** 

(b)  *  *  * 

(20)  If  the  contract  is  for  aircraft 
tires,  tubes,  tire  recapping,  or  recapping 
materials,  or  is  for  aircraft  under  which 
the  aircraft  contractor  is  to  furnish  tires 
or  tubes,  a  statement  as  follows  (see 
§  1.323  of  this  chapter) : 

Purchase  of  natural  rubber.  See  the  special 
provision  entitled  “Purchase  of  Natural  Rub¬ 
ber”  requiring  contractors  to  purchase  nat¬ 
ural  rubber  from  the  National  Stockpile  in 
connection  with  defense  contracts  for  air¬ 
craft  tires,  tubes,  tire  recapping,  and  recap¬ 
ping  material.  (May  1964) 

***** 


PART  3— PROCUREMENT  BY 
NEGOTIATION 

4.  In  §  3.108(b),  subparagraph  (4)  is 
revised;  §  3.405-3  is  revised;  a  new  sub- 
paragraph  (53)  is  added  to  §  3.501(b); 
and  paragraph  (d)  in  §  3.705  is  revised,  to 
read  as  follows: 

§  3.108  Negotiation  of  initial  produc¬ 
tion  contracts  for  technical  or  spe¬ 
cialized  military  supplies. 

***** 

(b)  *  *  * 

(4)  The  advantages  to  be  gained 
through  obtaining  production  drawings, 
e.g.,  detailed  manufacturing,  process,  and 
assembly  drawings,  at  the  earliest  pos¬ 
sible  date  for  competitive  reprocurement 
purposes  by  placing  production  engineer¬ 
ing  contracts  and  the  first  production 
contract  with  the  developer  (see  para¬ 
graph  (d)  of  this  section) . 

***** 

§  3.405—3  Cost-sharing  contract. 

A  cost-sharing  contract  is  a  cost-reim¬ 
bursement  type  contract,  for  use  in  re¬ 
search  or  development  procurements, 
under  which  the  contractor  is  reimbursed 
only  for  an  agreed  portion  of  his  allow¬ 
able  costs.  The  contractor  agrees  to 
absorb  a  portion  of  the  costs  of  per¬ 
formance  in  the  expectation  of  substan¬ 
tial  compensating  benefits.  For  instruc¬ 
tions  governing  the  use  of  cost-sharing 
contracts,  see  §  4.208  of  this  chapter. 

§  3.501  Preparation  of  request  for  pro¬ 
posals  or  request  for  quotations. 

*  *  *  •  • 

-  (b)  *  *  * 


(53)  If  the  contract  is  for  aircraft 
tires,  tubes,  tire  recapping,  or  recapping 
materials,  or  is  for  aircraft  under  which 
the  aircraft  contractor  is  to  furnish  tires 
or  tubes,  a  statement  as  follows  (see 
§  1.323  of  this  chapter) : 

Purchase  of  natural  rubber.  See  the 
special  provision  entitled  “Purchase  of  Nat¬ 
ural  Rubber”  requiring  contractors  to  pur¬ 
chase  natural  rubber  from  the  National 
Stockpile  in  connection  with  defense  con¬ 
tracts  for  aircraft  tires,  tubes,  tire  recapping, 
and  recapping  material.  (May  1964) 

§  3.705  Procedure. 


(d)  The  negotiation  conference  will 
be  conducted  by  the  contracting  officer 
or  his  authorized  representative.  Where 
coordinated  negotiation  is  involved  (see 
§  3.706) ,  the  sponsoring  negotiating  ac¬ 
tivity  will  be  the  authorized  representa¬ 
tive  of  those  procuring  activities  not 
represented.  The  negotiation  shall  be 
governed  by  Part  15  of  this  chapter  and 
shall  encompass  an  agreement  on  final 
overhead  rates,  the  specific  items  to  be 
treated  as  direct  charges,  and  the  pro¬ 
visional  overhead  rates  if  such  rates  are 
to  be  specified  in  the  contract.  In  the 
event  provisional  rates  were  utilized  to 
effect  a  termination  settlement  (see 
§  8.404-4  of  this  chapter) ,  that  fact  will 
not  be  considered  a  precedent  when 
negotiating  final  rates. 

***** 

5.  Sections  3.807-1  and  3.807-3  are  re¬ 
vised  to  read  as  follows: 

§  3.807—1  General. 

'  (a)  Policies.  Policies  set  forth  in 
this  subpart  may  be  applied  in  a  variety 
of  ways  in  the  evaluation  of  offerors’ 
or  contractors’  proposals  and  in  the  ne¬ 
gotiation  of  contract  prices.  The  fol¬ 
lowing  paragraphs  describe  the  principal 
price  and  cost  evaluation  techniques  and 
the  circumstances  under  which  each  may 
be  used.  They  are  equally  applicable  to 
initial  and  subsequent  price  negotiations. 

(b)  Adequate  price  competition  and 
catalog  or  market  prices.  For  the  pur¬ 
pose  of  §§  3.807-3.807-11,  the  terms 
“adequate  price  competition”  and  “es¬ 
tablished  catalog  or  market  prices  of 
commercial  items  sold  in  substantial 
quantities  to  the  general  public”  shall 
be  construed  in  accordance  with  the  fol¬ 
lowing  general  guidelines. 

(1)  Adequate  price  competition,  (i) 
Price  competition  exists  if  offers  are 
solicited  and  (a)  at  least  two  responsible 
offerors  (b)  who  can  satisfy  the  pur¬ 
chaser’s  (e.g.,  the  Government’s)  re¬ 
quirements  (c)  independently  contend 
for  a  contract  to  be  awarded  to  the  re¬ 
sponsive  and  responsible  offeror  sub¬ 
mitting  the  lowest  evaluated  price  (d) 
by  submitting  priced  offers  responsive  to 
the  expressed  requirements  of  the  solici¬ 
tation.  Whether  there  is  price  competi¬ 
tion  for  a  given  procurement  is  a  matter 
of  judgment  to  be  based  on  evaluation 
of  whether  each  of  the  foregoing  condi¬ 
tions  (a)  through  (d)  is  satisfied.  Gen¬ 
erally,  in  making  this  judgment,  the 
smaller  the  number  of  offerors,  the 
greater  the  need  for  close  evaluation. 
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(li)  If  conditions  (a)  through  (d)  of 
subdivision  (i)  of  this  subparagraph  are 
met,  price  competition  may  be  presumed 
to  be  “adequate”  unless  the  purchaser 
(e.g.,  the  contracting  officer)  finds  that: 

(a)  The  solicitation  was  made  under 
conditions  that  unreasonably  deny  to 
one  or  more  known  and  qualified  offerors 
an  opportunity  to  compete; 

(b)  The  low  competitor  has  such  a 
determinative  advantage  over  the  other 
competitors  that  he  is  practically  im¬ 
mune  to  the  stimulus  of  competition  in 
proposing  a  price  (e.g.,  a  determinative 
advantage  because  substantial  costs,  such 
as  start-up  or  other  nonrecurring  ex¬ 
penses,  have  already  been  absorbed  in 
connection  with  previous  sales,  thus 
placing  the  competitor  in  a  preferential 
position) ;  or 

(c)  The  lowest  final  price  is  not  rea¬ 
sonable  and  supports  such  finding  by  an 
enumeration  of  the  facts  upon  which  it 
is  based;  provided,  that  such  finding  is 
approved  at  a  level  above  the  contracting 
officer. 

(iii)  A  price  is  “based  on”  adequate 
price  competition  if  it  results  directly 
from  such  competition  or,  if  price  anal¬ 
ysis  (not  cost  analysis)  shows  clearly 
that  the  price  is  reasonable  in  compari¬ 
son  with  current  or  recent  prices  for  the 
same  or  substantially  the  same  items 
procured  in  comparable  quantities  under 
contracts  awarded  as  a  result  of  ade¬ 
quate  price  competition  (e.g.,  (a)  exercise 
of  an  option  in  a  contract  for  which 
there  was  adequate  price  competition  if 
the  option  price  has  been  determined  to 
be  reasonable  in  accordance  with  §  1.1505 

(d)  of  this  chapter  and  the  option  price 
is  not  greater  than  the  contract  price; 
and  (b)  an  item  is  normally  procured 
competitively  but  in  a  particular  situa¬ 
tion  only  one  offer  is  solicited  or  re¬ 
ceived,  and  the  price  clearly  is  reason¬ 
able  in  comparison  with  recent  purchases 
of  comparable  quantities  for  which  there 
was  adequate  price  competition). 

(2)  Established  catalog  or  market 
prices  of  commercial  items  sold  in  sub¬ 
stantial  quantities  to  the  general  public. 
Application  of  this  exception  also  re¬ 
quires  judgment  and  analysis  on  a  case- 
by-case  basis.  In  making  this  judgment, 
the  various  elements  of  the  term  must 
be  considered  and  a  price  must  meet  all 
these  conditions  in  order  to  be  con¬ 
sidered  for  exception.  In  other  words, 
the  price  must  be,  or  be  based  on:  an 
established  catalog  or  market  price,  of 
commercial  items,  sold  in  substantial 
quantities,  to  the  general  public.  The 
following  criteria  should  be  applied  in 
determining  whether  an  item  falls  within 
the  scope  of  this  exception: 

(i)  An  “established  catalog  price”  is 
a  price  included  in  a  catalog,  price  list, 
schedule,  or  other  form  that  (a)  is  regu¬ 
larly  maintained  by  the  manufacturer 
or  vendor,  (b)  is  either  published  or 
otherwise  available  for  inspection  by 
customers,  and  (c)  states  prices  at  which 
sales  are  currently,  or  were  last,  made  to 
a  significant  number  of  buyers  constitut¬ 
ing  the  general  public.  An  “established 
market  price”  is  a  current  price,  estab¬ 
lished  in  the  usual  and  ordinary  course 
of  trade  between  buyers  and  sellers  free 
to  bargain,  which  can  be  substantiated 


from  sources  independent  of  the  manu¬ 
facturer  or  vendor. 

(ii)  A  “commercial  item”  is  an  item, 
which  term  includes  both  supplies  and 
services,  of  a  class  or  kind  which  (a) 
is  regularly  used  for  other  than  Govern¬ 
ment  purposes,  and  (b)  is  sold  or  traded 
in  the  cflourse  of  conducting  normal  busi¬ 
ness  operations. 

(iii)  Supplies  are  “sold  in  substantial 
quantities”  when  the  facts  or  circum¬ 
stances  are  sufficient  to  support  a  reason¬ 
able  conclusion  that  the  quantities 
regularly  sold  are  sufficient  to  constitute 
a  real  commercial  market  for  the  item. 
Nominal  quantities,  such  as  models, 
specimens,  samples,  and  prototype  or 
experimental  units,  cannot  be  considered 
as  meeting  this  requirement.  Services 
are  sold  in  substantial  quantities  if  they 
are  customarily  provided  by  the  con¬ 
tractor,  with  personnel  regularly  em¬ 
ployed,  and  with  equipment,  if  any  is 
necessary,  regularly  maintained,  solely 
or  principally  for  the  purpose  of  provid¬ 
ing  such  services. 

(iv)  An  item  is  sold  “to  the  general 
public”  if  it  is  sold  to  other  than  affiliates 
of  the  seller  for  end  use  by  other  than 
the  Government.  Items  sold  to  affili¬ 
ates  of  the  seller  and  sales  for  end  use 
by  the  Government  are  not  sales  to  the 
general  public. 

A  price  may  be  considered  to  be  “based 
on”  established  catalog  or  market  prices 
of  commercial  items  sold  in  substantial 
quantities  to  the  general  public  if  the 
item  being  purchased  is  sufficiently 
similar  to  such  a  commercial  item  to  per¬ 
mit  the  difference  between  the  prices  of 
the  items  to  be  identified  and  justified 
without  resort  to  cost  analysis. 

§  3.807—3  Cost  and  pricing  data. 

(a)  When  there  is  adequate  price 
competition,  cost  data  shall  not  be  re¬ 
quested  regardless  of  the  dollar  amount 
involved.  However,  in  the  absence  of 
adequate  price  competition  or  other 
basis  for  assuring  reasonableness  of 
price,  the  negotiating  team  must  analyze 
the  contractors’  proposals  and  must  be 
in  possession  of  accurate,  complete,  and 
current  cost  or  pricing  data  before  de¬ 
cisions  are  made  on  contract  prices. 
Accordingly,  the  contractor  should  be 
required  to  furnish  such  data  promptly 
as  it  becomes  available  throughout  the 
negotiation  process.  As  a  general  rule, 
cost  data  should  not  be  requested  when 
it  has  been  determined  that  proposed 
prices  are,  or  are  based  on  “established 
catalog  or  market  prices  of  commercial 
items  sold  in  substantial  quantities  to 
the  general  public.”  Where,  however, 
despite  the  willingness  of  a  number  of 
commercial  purchasers  to  buy  an  item 
at  such  a  catalog  or  market  price,  the 
purchaser  (e.g.,  the  contracting  officer) 
finds  that  that  price  is  not  reasonable 
and  supports  such  finding  by  an  enumer¬ 
ation  of  the  facts  upon  which  it  is  based, 
cost  data  may  be  requested  if  necessary 
to  establish  a  reasonable  price :  Provided, 
That  such  finding  is  approved  at  a  level 
above  the  contracting  officer.  In  addi¬ 
tion,  cost  data  may  be  requested,  if 
necessary,  where  there  is  such  a  disparity 
between  the  quantity  being  procured  and 
the  quantity  for  which  there  is  such  a 


catalog  or  market  price  that  pricing  can¬ 
not  reasonably  be  accomplished  by  com¬ 
paring  the  two.  Where  an  item  is  sub¬ 
stantially  similar  to  a  commercial  item 
for  which  there  is  an  established  catalog 
or  market  price  at  which  substantial 
quantities  are  sold  to  the  general  public, 
but  the  offered  price  of  the  former  is  not 
considered  to  be  “based  on”  the  price 
of  the  latter  in  accordance  with 
§  3.807-l(b)  (2) ,  any  requirement  for  cost 
data  should  be  limited  to  that  pertaining 
to  the  differences  between  the  items  if 
this  limitation  is  consistent  with  assur¬ 
ing  reasonableness  of  pricing  result. 

(b)  The  contracting  officer  shall  re¬ 
quire  tha  contractor  to  submit  in  writing 
cost  or  pricing  data  and  to  certify,  by 
use  of  the  certificate  set  forth  in 
§  3.807-4,  that,  to  the  best  of  his  knowl¬ 
edge  and  belief,  the  cost  or  pricing  data 
he  submitted  was  accurate,  complete, 
and  current  prior  to: 

(1)  The  award  of  any  cost-reimburse¬ 
ment  type,  incentive,  or  price  redeter- 
minable  contract  regardless  of  dollar 
amount; 

(2)  The  award  of  any  firm  fixed-price 
or  fixed-price  with  escalation  negotiated 
contract  expected  to  exceed  $100,000  in 
amount; 

(3)  Any  contract  modification  ex¬ 
pected  to  exceed  $100,000  in  amount  to 
any  formally  advertised  or  negotiated 
contract  whether  or  not  cost  or  pricing 
data  was  required  in  connection  with  the 
initial  pricing  of  the  contract; 

(4)  The  award  of  any  negotiated  con¬ 
tract  not  expected  to  exceed  $100,000 
in  amount  or  any  contract  modification 
not  expected  to  exceed  $100,000  in 
amount  to  any  formally  advertised  or 
negotiated  contract  whether  or  not  cost 
or  pricing  data  was  required  in  connec- 

'tion  with  the  initial  pricing  of  the  con¬ 
tract,  provided  the  contracting  officer 
considers  that  the  circumstances  war¬ 
rant  such  action  in  accordance  with 
paragraph  (d)  of  this  section; 

Unless,  in  the  case  of  subparagraphs  (2) , 

(3),  or  (4)  of  this  paragraph,  the  price 
negotiated  is  based  on  adequate  price 
competition,  established  catalog  or  mar¬ 
ket  prices  of  commercial  items  sold  in 
substantial  quantities  to  the  general 
public,  or  prices  set  by  law  or  regulation. 
The  requirements  under  subparagraphs 
(1),  (2),  and  (3)  of  this  paragraph,  may 
be  waived  in  exceptional  cases  where  the 
Secretary  (or,  in  the  case  of  a  contract 
with  ft  foreign  government  or  agency 
thereof,  the  head  of  a  procuring  ac¬ 
tivity)  authorizes  such  waiver  and  states 
in  writing  his  reasons  for  such  de¬ 
termination.  Whenever  a  Certificate  of 
Current  Cost  or  Pricing  Data  is  required, 
the  applicable  clause  in  §  7.104-29  of 
this  chapter  shall  be  included  in  the  con¬ 
tract,  and  the  appropriate  clauses  in 
§§  7.104-41  and  7.104-42  of  this  chapter 
shall  be  used  if  required  in  accordance 
with  those  sections. 

(c)  Any  contractor  who  has  been  re¬ 
quired  to  submit  and  certify  cost  or 
pricing  data  in  accordance  with  para¬ 
graph  (b)  of  this  section  shall  also  be 
required  to  obtain  cost  or  pricing  data 
from  his  subcontractors  under  the  cir¬ 
cumstances  set  forth  in  the  appropriate 
clause  in  §  7.104-42  of  this  chapter. 
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(d)  The  provisions  of  this  paragraph 
do  not  apply  to  awards  covered  by  para¬ 
graph  (b)  (1)  of  this  section.  Cost  data 
shall  not  be  requested  prior  to  the  award 
of  any  contract  anticipated  to  be  for 
$2,500  or  less  and  generally  should  not 
be  requested  for  modifications  in  those 
amounts.  In  procurements  where  it  is 
anticipated  that  the  contract  award  or 
modification  will  be  between  $2,500  and 
$10,000,  cost  data  generally  should  not 
be  requested.  In  almost  all  awards  be¬ 
tween  $2,500  and  $10,000  and  modifica¬ 
tions  of  $10,000  or  less,  the  adminis¬ 
trative  costs  will  outweigh  the  pricing 
benefits  which  might  otherwise  accrue 
and  some  form  of  price  analysis  is  al¬ 
most  always  adequate  in  these  situations. 
With  respect  to  procurements  where  the 
amount  of  the  award  or  modification  is 
anticipated  to  be  between  $10,000  and 
$100,000,  cost  analysis  and  the  obtain¬ 
ing  of  cost  data  from  contractors  is  dis¬ 
couraged;  any  reasonably  satisfactory 
method  of  price  analysis  is  preferred 
to  cost  analysis  in  situations  falling 
within  these  dollar  amounts. 

6.  The  list  in  §  3.808-4  (a)  is  amended 
by  adding  one  item  as  indicated,  and  in 
§  3.808-5 (d) ,  subparagraphs  (5),  (6), 

(7),  (8),  and  (9)  are  revised  and  new 
subparagraph  (10)  is  added,  as  follows: 

§  3.808—4  Profit  factors. 

(а)  *  *  * 

***** 

Weight 

Profit  factors  ranges 

Record  of  contractor’s  performance.  —2 — (-2 

***** 

Value  engineering  accomplish¬ 
ments  _ 

***** 

§  3.808—5  Assignment  of  values  to  spe¬ 
cific  factors. 

***** 

(d)  Record  of  contract  performance. 

*  *  '* 

(5)  Value  engineering  accomplish¬ 
ments.  Outstanding  accomplishments 
from  value  engineering  efforts  such  as 
substantial  savings  in  later  contract 
costs,  spare  part  support,  or  mainte¬ 
nance,  should  be  given  special  considera¬ 
tion.  This  factor  should  be  used  in 
recognition  of  outstanding  accomplish¬ 
ments  and  is  in  addition  to  contractor 
sharing  under  value  engineering  incen¬ 
tive  provisions  in  individual  contracts. 

(б)  Timely  deliveries.  The  contrac¬ 
tor’s  delivery  record,  considering  excus¬ 
able  delays  and  the  contractor’s  efforts 
to  overcome  delays,  shall  be  analyzed. 

(7)  Quality  of  product.  Experience 
with  the  contractor’s  product  reliability 
including  the  rate  of  rejection  of  his 
product  and  his  acceptance  of  responsi¬ 
bility  for  continuing  support  shall  be 
considered. 

(8)  Inventive  and  developmental  con¬ 
tributions.  Extent  and  nature  of  con¬ 
tractor-initiated  and  financed  research, 
development,  design  work,  product  engi¬ 
neering,  quality  control,  and  manufac¬ 
turing  processes  and  techniques  shall  be 
analyzed. 

(9)  Small  business  and  labor  surplus 
Participation.  The  contractor’s  policies 
and  procedures  which  energetically  sup¬ 


port  Government,  Small  Business  and 
Labor  Surplus-Area  programs  should  be 
given  favorable  consideration.  Any  un¬ 
usual  efforts  which  the  contractor  dis¬ 
plays  in  subcontracting  with  these  con¬ 
cerns,  particularly  for  development  type 
work  likely  to  result  in  later  production 
opportunities,  and  the  overall  effective¬ 
ness  of  the  contractor  in  subcontracting 
with  and  furnishing  assistance  to  such 
concerns  shall  be  considered. 

(10)  Engineering  development  and 
operational  systems  development  con¬ 
tracts.  For  assistance  in  evaluating 
the  past  and  present  performance  of  a 
contractor  who  has  engaged  in  engi¬ 
neering  development  or  operational  sys¬ 
tems  development,  a  complete  tran¬ 
script  of  his  Contractor  Performance 
Evaluaton  Reports  may  be  requested 
from  the  Director  of  the  Contractor  Per¬ 
formance  Evaluation  Program.  Such 
transcript  or  a  statement  that  there  is 
no  record  on  file  shall  always  be  obtained 
for  procurements  in  excess  of  $1,000,000 
(see  §  4.215  of  this  chapter) . 

***** 


PART  4— -SPECIAL  TYPES  AND 
METHODS  OF  PROCUREMENT 

7.  Sections  4.208  and  4.213-2  are  re¬ 
vised  to  read  as  follows : 

§  4.208  Cost-sharing  policy. 

(a)  it  is  the  policy  of  the  Department 
of  Defense  to  utilize  cost-sharing  in  re¬ 
search  or  development  procurements 
with  contractors,  other  than  educational 
institutions  and  foreign  governments, 
only  when  there  is  a  high  probability 
that  the  contractor  will  receive  substan¬ 
tial  present  or  future  commercial  ben¬ 
efits.  Accordingly,  cost-sharing  con¬ 
tracts  may  be  used  in  such  procurements 
only  when: 

(1)  The  contracting  officer  shows  con¬ 
clusive  evidence  that  there  is  a  high 
probability  that  the  contractor  will  re¬ 
ceive  substantial  present  or  future  com¬ 
mercial  benefits,  and 

(2)  The  head  of  a  procuring  activity 

approves  the  use  of  such  a  contract 
in  writing.  '  . 

It  should  be  recognized  that  these  con¬ 
trols  do  not  apply  to  jointly  sponsored 
research  or  development  work  with  edu¬ 
cational  institutions  or  to  cost-sharing 
arrangements  between  the  United  States 
and  foreign  governments. 

(b)  Willingness  to  share  costs  should 
not  be  a  factor  in  competitive  source 
selection.  Department  of  Defense  ob¬ 
jectives  of  fostering  competition  and 
furthering  the  Small  Business  Program 
will  be  inhibited  unless  competition  is 
conducted  on  terms  that  provide  equita¬ 
ble  opportunity  for  all  eligible  sources. 
An  award  based  on  ability  to  share  costs 
rather  than  on  competence  does  not  pro¬ 
vide  such  equitable  opportunity  and  may 
preclude  securing  the  services  of  the  best 
qualified  source. 

(c)  Purchasing  activities  should  not 
include  in  solicitations  statements  of 
work  which  would  require  more  funds  for 
completion  than  will  be  available.  Simi¬ 
larly,  the  prospect  of  preferred  consid¬ 
eration  for  award  of  a  possible  future 


contract  should  not  be  offered  or  implied 
as  an  incentive  to  induce  contractors  to 
enter  into  cost-sharing  arrangements. 

§  4.213—2  Indemnification  against  un¬ 
usually  hazardous  risks. 

Under  the  authority  provided  by  10 
U.S.C.  2354,  research  and  development 
contracts  may  specifically  include  lan¬ 
guage  to  indemnify  contractors  against 
liability  on  account  of  claims  by  third 
parties  (including  those  of  contractors’ 
employees)  for  death,  bodily  injury,  and 
loss  of  or  damage  to  property,  and  for 
loss  of  or  damage  to  the  contractors’ 
property,  to  the  extent  such  liabilities 
arise  out  of  the  direct  performance  of  the 
contract  involved  and  from  a  risk  defined 
in  the  contract  as  unusually  hazardous. 
(See  Subpart  G,  Part  10  of  this  chapter.) 


PART  5 — INTERDEPARTMENTAL  AND 

COORDINATED  PROCUREMENT 

8.  Sections  5.1001(d)  and  5.1108-1  (a) 
and  (b)  are  revised  to  read  as  follows: 

§  5.1001  Authorization  and  policy., 
***** 

(d)  When  procuring  supplies  or  serv¬ 
ices  for  NASA  or  performing  field  serv¬ 
ice  functions  in  support  of  NASA  con¬ 
tracts,  the  Military  Department  con¬ 
cerned  will  use  its  own  methods,  except 
when  required  by  the  terms  of  the  agree¬ 
ment  involved  (but  see  §  9.107-8  of  this 
chapter) . 

***** 

§5.1108—1  Special  instructions. 

(a)  MIPR  Number:  The  MIPR  num¬ 
ber  will  consist  of : 

(1)  The  requiring  agency  identifica¬ 
tion  code  as  prescribed  in  the  DOD  Ac¬ 
tivity  Address  Directory  (AR  725-50-1; 
DSAH  4140.1  (for  the  Department  of  the 
Navy  and  the  Defense  Supply  Agency) ; 
AFM  75-6;  MCO  P4420.2A;  CG  364) , 

(2)  The  last  digit  of  the  fiscal  year, 
and 

(3)  The  number  of  the  particular 
MIPR  (numbered  consecutively  by  the 
requiring  activity) . 

Amendments  will  be  numbered  with  the 
MIPR  number  suffixed  with  the  amend¬ 
ment  number  assigned  in  consecutive 
numbered  sequence. 

(b)  Appropriate  checks  in  Item  9  will 
be  accomplished  in  compliance  with 
DOD  policy  which  requires  interservice 
screening  of  items  included  in  Com¬ 
modity  Coordination  Groups  to  deter¬ 
mine  stock  availability  within  other  De¬ 
partments  prior  to  preparation  of  a  DD 
Form  448.  Items  within  the  scope  of 
MILSTRIP  (see  DOD  operating  manual 
“MILSTRIP”  of  1  September  1961,  as 
amended)  which  are  determined  to  be 
available  from  within  stocks  of  other 
Departments  will  be  obtained  by  use  of 
DD  Form  1348/1348m,  “DOD  Single 
Line  Item  Requisition  System  Docu¬ 
ment”.  Items  not  covered  by  MIL- 
STRIP  and  determined  to  be  available 
from  within  stocks  of  other  Departments 
will  be  obtained  by  use  of  DD  Form  1149, 
“Requisition  and  Invoice/Shipping  Docu¬ 
ment”. 

•  •  *  *  * 
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RULES  AND  REGULATIONS 


PART  6— FOREIGN  PURCHASES 

9.  Section  6.102  Is  revised  and  new 
§§  6.102-1,  6.102-2,  and  6.102-3  are 
added,  as  follows; 

§  6.102  GeneraL 
§  6.102—1  Statutory  requirements. 

Except  as  provided  in  §  6.103,  the  Buy 
American  Act  requires  that  in  the  pro¬ 
curement  of  supplies  and  services,  only 
domestic  source  end  products  shall  be 
acquired  for  public  use.  In  determining 
whether  an  end  product  is  a  domestic 
source  end  product,  only  the  end  prod¬ 
uct  and  its  components  shall  be 
considered.  ' 

§  6.102—2  Balance  of  payments  pro¬ 
gram  requirements. 

(a)  The  50  percent  evaluation  factor 
in  favor  of  domestic  bids,  described  in 
§  6.104-4,  is  an  interim  measure  designed 
to  alleviate  the  impact  of  Department  of 
Defense  expenditures  on  the  Nation’s 
balance  of  international  payments.  The 
Department  of  Defense  does  not  expect 
to  use  the  50  percent  factor  beyond  the 
time  when  the  United  States  balance  of 
payments  deficit  is  corrected. 

(b)  Although  the  evaluation  pro¬ 
cedures  in  §  6.104-4  reduce  overseas  dol¬ 
lar  expenditures  resulting  from  Defense 
procurement  at  an  acceptable  increase 
in  budgetary  costs,  this  result  is  an  aver¬ 
age  and  over-all  result  rather  than  one 
which  precisely  obtains  in  each  case. 
This  is  so  because,  both  under  the  Buy 
American  Act  and  as  a  matter  of  admin¬ 
istrative  practicability,  items  are  clas¬ 
sified  absolutely  as  “foreign”  or  “domes¬ 
tic”  and  varying  degrees  within  each 
class  are  not  recognized.  However,  de¬ 
viations  (see  §  1.109  of  this  chapter) 
from  the  evaluation  procedures  of 
§  6.104-4  should  be  considered  for  major 
procurements  (e.g.,  over  $100,000)  where 
it  is  anticipated  that  the  low  domestic 
bid  will  involve  relatively  substantial 
foreign  expenditures  or  that  the  low 
foreign  bid  will  involve  relatively  sub¬ 
stantial  domestic  expenditures.  Any  re¬ 
quest  for  such  a  deviation  should  be 
made  sufficiently  in  advance  of  solicita¬ 
tion  to  permit  the  solicitation  to  describe 
the  evaluation  procedure  that  will  be 
used. 

§  6.102—3  Procurements  from  other 
Government  agencies. 

As  to  any  item  which  is  to  be  acquired 
by  one  department  or  agency  and  sub¬ 
sequently  transferred  to  another,  com¬ 
pliance  with  the  Buy  American  Act  and 
application  of  its  exceptions  are  the  re¬ 
sponsibility  of  the  department  or  agency 
which  first  acquires  the  item.  For  ex¬ 
ample,  if  the  General  Services  Adminis¬ 
tration  acquires  a  foreign  end  product 
pursuant  to  a  GSA  determination  that 
the  cost  of  “buying  American”  would 
be  unreasonable  (see  §  6.103-3),  any  De¬ 
fense  activity  which  is  procuring  the 
product  from  a  GSA  stores  depot  shall 
presume  that  the  product  was  properly 
acquired  by  GSA  and  may  properly  be 
accepted  by  Defense  activities. 

10.  Sections  6.103-2, 6.104-4  and  6.104- 
5  are  revised,  and  the  introductory  por¬ 
tion  of  §  6.105  is  revised,  to  read  as 
follows: 


§  6.103—2  Nonavailability  in  the  United 

States. 

The  Buy  American  Act  does  not  apply 
to  articles,  materials,  or  supplies  of  a 
class  or  kind  which  the  Government  has 
determined  are  not  mined,  produced,  or 
manufactured  in  the  United  States  in 
sufficient  and  reasonably  available  com¬ 
mercial  quantities  and  of  a  satisfactory 
quality.  Certain  items  determined  to  be 
exempt  under  this  exception  are  set  forth 
in  §  6.105.  Additional  determinations 
covering  individual  procurements  may  be 
made  in  accordance  with  Departmental 
procedures.  In  accordance  with  the  Bal¬ 
ance  of  Payments  Program,  notwith¬ 
standing  the  foregoing,  procurements  of 
foreign  end  products  on  the  basis  of  a 
“nonavailability”  determination  pur¬ 
suant  to  this  section  shall  be  made  only 
if  approved  by  (a)  the  Secretary  .or 
Deputy  Secretary  of  Defense,  if  the  pro¬ 
curement  is  estimated  to  exceed  $100,000; 
(b)  the  Secretary  of  the  Department 
concerned  or  the  principal  assistant  of 
the  Assistant  Secretary  concerned,  if  the 
procurement  is  estimated  not  to  exceed 
$100,000;  (c)  the  head  of  the  procuring 
activity  or  his  immediate  deputy,  if  the 
amount  is  estimated  not  to  exceed 
$10,000;  or  (d)  the  principal  staff  officer 
responsible  for  procurement  within  the 
procuring  activity  (or,  in  the  Air  Force, 
within  the  major  air  command  con¬ 
cerned)  ,  if  the  amount  involved  is  esti¬ 
mated  not  to  exceed  $1,000.  Before 
granting  such  approval,  the  feasibility 
of  foregoing  the  requirement  or  provid¬ 
ing  a  United  States  substitute  will  be 
considered. 

§  6.Tt)4— 4  Evaluation  of  bids  and  pro¬ 
posals. 

(a)  In  accordance  with  the  Buy 
American  Act,  the  Secretary  of  Defense 
has  determined  that  where  the  following 
procedures  result  in  the  acquisition  of 
foreign  end  products,  the  acquisition  of 
domestic  source  end  products  would  be 
(1)  unreasonable  in  cost  or  (2)  incon¬ 
sistent  with  the  public  interest  (see 
§§  6.103-3  and  3.103-5). 

(b)  Except  as  provided  in  paragraph 
(d)  of  this  section,  bids  and  proposals 
shall  be  evaluated  so  as  to  give  prefer¬ 
ence  to  domestic  bids.  Each  foreign  bid 
(other  than  a  low  bid  offering  a  Cana¬ 
dian  end  product)  shall  be  adjusted  for 
purposes  of  evaluation  either  by  exclud¬ 
ing  any  duty  from  the  foreign  bid  and 
adding  50  percent  of  the  bid  (exclusive 
of  duty)  to  the  remainder,  or  by  adding 
to  the  foreign  bid  (inclusive  of  duty)  a 
factor  of  6  percent  of  that  bid,  which¬ 
ever  results  in  the  greater  evaluated 
price,  except  that  a  12  percent  factor 
shall  be  used  instead  of  the  6  percent 
factor  if  (1)  the  firm  submitting  the  low 
acceptable  domestic  bid  is  a  small  busi¬ 
ness  concern,  or  a  labor  surplus  area  con¬ 
cern,  or  both,  (2)  small  purchase  pro¬ 
cedures  (see  Subpart  F,  Part  3  of  this 
chapter)  are  not  used,  and  (3)  any  con¬ 
tract  award  to  a  domestic  concern  which 
would  result  from  applying  the  12  percent 
factor,  but  which  would  not  result  from 
applying  the  6  percent  or  50  percent 
factor,  would  not  exceed  $100,000.  (If 
an  award  for  more  than  $100,000  would 
be  made  to  a  domestic  concern  if  the  12 


percent  factor  is  applied,  but  would  not 
be  made  if  the  6  percent  or  50  percent 
factor  is  applied,  the  matter  shall  be  sub¬ 
mitted  to  the  Secretary  of  the  Depart¬ 
ment  concerned  for  a  decision  as  to 
whether  the  award  to  the  small  business 
or  labor  surplus  area  concern  would  in¬ 
volve  unreasonable  cost  or  inconsistency 
with  the  public  interest  (see  §  6.103-3) .) 
If  the  foregoing  procedure  results  in  a 
tie  between  a  foreign  bid  as  evaluated 
and  a  domestic  bid,  award  shall  be  made 
on  the  latter.  When  more  than  one  line 
item  is  offered  in  response  to  an  invita¬ 
tion  lor  bids  or  request  for  proposals, 
the"  appropriate  factor  shall  be  applied 
on  an  item-by-item  basis,  except  that 
the  factor  may  be  applied  to  any  group 
of  items  as  to  which  the  invitation  for 
bids  or  request  for  proposals  specifically 
provides  that  award  may  be  made  on  a 
particular  group  of  items. 

(c)  The  following  examples  illustrate 
how  the  procedure  in  paragraph  (b)  of 
this  section  should  be  applied.  Through¬ 
out  these  examples,  “foreign  bid”  means 
a  bid  or  offered  price  for  a  foreign  end 
product  which  is  not  a  Canadian  end 
product;  “domestic  bid — large”  means  a 
domestic  bid  which  is  not  from  a  small 
business  or  labor  surplus  area  concern, 
and  “domestic  bid — small”  means  a  do¬ 
mestic  bid  which  is  from  either  a  small 
business  concern  or  a  labor  surplus  area 
concern  or  both. 

Example  A 

Foreign  Bid,  including  duty  of 


$4,500_ . $14,500 

Domestic  Bid — Large _  15, 100 

Domestic  Bid — Small _  15, 110 


Award  on  Domestic  Bid — Large.  Domestic 
Bid — Small  is  out  because  it  is  not  the  low 
acceptable  domestic  bid.  Foreign  Bid,  if  ad¬ 
justed  by  the  50  percent  factor,  would  be 
$14,500  less  $4,500  duty  (i.e.,  $10,000) ,  plus  50 
percent  of  $10,000  (i.e.,  $5,000),  or  $15,000; 
but  if  adjusted  by  the  6  percent  factor,  it 
would  be  $14,500  plus  6  percent  of  $14,500 
(i.e.,  $870),  or  $15,370;  therefore,  the  6  per¬ 
cent  factor  is  added  and  Domestic  Bid — 
Large  is  the  low  evaluated  bid. 

Example  B 

Foreign  Bid,  including  duty  of 


$2,000 _ $12,000 

Domestic  Bid — Large _  15, 000 


Award  on  Domestic  Bid — Large.  Foreign 
Bid,  adjusted  by  50  percent  factor,  is  $15,000; 
adjusted  by  6  percent  factor,  it  is  $12,720. 
Therefore,  Foreign  Bid  is  evaluated  at 
$15,000,  resulting  in  a  tie  and  consequent 
award  on  the  Domestic  Bid — Large. 

Example  C 

Foreign  Bid,  including  duty  of 


$3,500 _ $13,500 

Domestic  Bid — Large _  17,000 

Domestic  Bid— Small . . .  15,100 


Award  on  Domestic  Bid — Small.  Foreign 
Bid,  adjusted  by  50  percent  factor  is  $15,000; 
adjusted  by  12  percent  factor,  it  is  $15,120. 
Therefore,  it  is  evaluated  at  $15,120,  result¬ 
ing  in  award  on  the  Domestic  Bid — Small. 

Example  D 

Foreign  Bid,  including  duty  of 


$70,000 _ $270,000 

Domestic  Bid — Large _  310,000 

Domestic  Bid— Small- .  302, 000 


Submit  the  case  to  the  Secretary  of  the 
Department  concerned.  Foreign  Bid,  ad¬ 
justed  by  50  percent  factor  is  $300,000; 
adjusted  by  12  percent  factor,  it  Is  $302,400; 
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adjusted  by  6  percent  factor,  it  is  $286,200. 
Therefore,  Domestic  Bid — Small  is  in  line  for 
possible  award  only  because  of  the  bidder’s 
small  business  or  labor  surplus  area  status. 
But  since  the  contract  award  would  exceed 
$100,000,  the  matter  requires  Secretarial 
decision. 

(d)  (1)  Low  bids  offering  Canadian  end 
products  on  the  lists  described  in  §  6.103- 
5(a)  shall  be  evaluated  on  a  parity  with 
domestic  bids,  i.e.,  neither  a  price  differ¬ 
ential  nor  duty  shall  be  added. 

(2)  Low  bids  offering  Canadian  end 
products  of  the  type  described  in  §  6.103- 
5(b)  shall  be  evaluated  on  a  parity  with 
domestic  bids  (whether  or  not  a  duty¬ 
free  entry  certificate  may  be  issued)  ex¬ 
cept  that  any  applicable  duty  shall  be 
added. 

(3)  Proposed  awards  shall  be  sub¬ 
mitted,  in  accordance  with  Departmental 
procedures,  to  the  Secretary  concerned 
for  decision  where: 

(i)  Rejection  of  an  acceptable  low 
foreign  bid  is  considered  necessary  to 
protect  essential  national  security  inter¬ 
ests,  such  as  maintenance  of  a  mobiliza¬ 
tion  base;  or 

(ii)  Rejection  of  any  bid  or  proposal 
for  other  reasons  of  the  national  interest 
Is  considered  necessary. 

Prior  to  final  action,  cases  within  this 
subparagraph  shall  be  referred  by  the 
Secretary  concerned  to  the  Assistant 
Secretary  of  Defense  (Installatiqns  and 
Logistics) . 

§  6.104—5  Contract  clause. 

The  clause  set  forth  below  shall  be  in¬ 
serted  in  all  contracts  for  supplies  and, 
when  applicable,  in  contracts  for  serv¬ 
ices;  except  that  it  need  not  be  inserted 
in  contracts  exclusively  for  articles,  ma¬ 
terials,  or  supplies  for  use  outside  the 
United  States. 

But  American  Act  (Mat  1964) 

(a)  In  acquiring  end  products,  the  Buy 
American  Act  (41  U.S.C.  lOa-d)  provides  that 
the  Government  give  preference  to  domestic 
source  end  products.  'For  the  purpose  of  this 
clause: 

(i)  "Components”  means  those  articles, 
materials,  and  supplies,  which  are  directly 
incorporated  in  the  end  products; 

(ii)  "End  products”  means  those  articles, 
materials,  and  supplies,  which  are  to  be 
acquired  under  this  contract  for  public  use; 
and 

(iii)  A  “domestic  source  end  product” 
means  (A)  an  unmanufactured  end  product 
which  has  been  mined  or  produced  in  the 
United  States  and  (B)  an  end  product  manu¬ 
factured  in  the  United  States  if  the  cost  of 
the  components  thereof  which  are  mined, 
produced,  or  manufactured  in  the  United 
States  or  Canada  exceeds  60  percent  of  the 
cost  of  all  its  components.  For  the  purposes 
of  this  (a)(iii)(B),  components  of  foreign 
origin  of  the  same  type  or  kind  as  the  prod¬ 
ucts  referred  to  in  (b)  (ii)  or  (ill)  of  this 
clause  shall  be  treated  as  components  mined, 
produced,  or  manufactured  in  the  United 
States. 

(b)  The  Contractor  agrees  that  there  will 
be  delivered  under  this  contract  only  do¬ 
mestic  source  end  products,  except  end 
products : 

(i)  Which  are  for  use  outside  the  United 
States;  — 

(li)  Which  the  Government  determines 
we  not  mined,  produced,  or  manufactured 
n  the  United  States  in  sufficient  and  rea¬ 
sonably  available  commercial  quantities  and 
oi  a  satisfactory  quality; 

No.  141 - 2 


(iii)  As  to  which  the  Secretary  deter¬ 
mines  the  domestic  preference  to  be  Incon¬ 
sistent  with  the  public  Interest;  or 

(iv)  As  to  which  the  Secretary  determines 
the  cost  to  the  Government  to  be  unrea¬ 
sonable. 

(The  foregoing  requirements  are  adminis¬ 
tered  in  accordance  with  Executive  Order 
No.  10582,  dated  December  17,  1954.  So  as 
to  alleviate  the  impact  of  Department  of 
Defense  expenditures  on  the  United  States 
balance  of  international  payments,  bids  of¬ 
fering  domestic  source  end  products  nor¬ 
mally  will  be  evaluated  against  bids  offering 
other  end  products  by  adding  a  factor  of 
fifty  percent  (50%)  to  the  latter,  exclusive 
of  import  duties.  Details  of  the  evaluation 
procedure  are  set  forth  in  Section  VI  of  the 
Armed  Services  Procurement  Regulation.) 

In  contracts  for  (a)  civil  works  acquired 
with  funds  appropriated  for  Civil  Func¬ 
tions,  Department  of  the  Army,  or  (b) 
food  items,  delete  the  words  “or  Can¬ 
ada”  in  paragraph  (a)  (iii)  (B)  of  the 
above  clause. 

§  6.105  List  of  excepted  articles,  mate¬ 
rials,  and  supplies.  • 

Pursuant  to  the  Buy  American  Act 
and  §§  6.103-2  and  6.103-3,  the  Secre¬ 
taries  have  determined  that  the  articles, 
materials,  and  supplies  listed  below  may 
be  acquired  for  public  use  without  re¬ 
gard  to  country  of  origin,  except  as  pro¬ 
vided  in  Subpart  D  of  this  part. 
***** 


PART  7— CONTRACT  CLAUSES 

11.  Section  7.104-27  is  revoked;  new 
§  7.104-50  is  added;  and  in  §  7.203-4, 
paragraph  (b)  is  revised  and  new  sub- 
paragraph  (5)  is  added  to  paragraph 
(c)  as  follows: 

§  7.104—27  Payment  for  overtime  and 
shift  premiums.  [Revoked] 

§  7.104—50  Procurement  of  natural  rub¬ 
ber  for  aircraft  tires,  tubes,  tire  re¬ 
capping,  and  recapping  materials. 

In  accordance  with  §  1.323  of  this 
chapter,  Insert  the  clause  set  forth 
therein. 

§  7.203-4  Allowable  cost,  fee,  and  pay¬ 
ment. 

***** 

(b)  When,  pursuant  to  §  3.405-4  of 
this  chapter,  incentive  revision  of  the 
fee  in  a  cost-reimbursement  type  supply 
contract  is  to  be  provided,  the  clause 
set  forth  below  shall  be  included  in  the 
contract.  Additional  instructions  for 
use  of  the  clause  are  in  paragraph  (c)  of 
this  section. 

Allowable  Cost,  Incentive  Fee,  and  Pat- 
ment  (Mat  1964) 

(a)(1)  For  the  performance  of  this  con¬ 
tract,  the  Government  shall  pay  to  the  Con¬ 
tractor — 

(1)  The  cost  thereof  (hereinafter  referred 
to  as  "allowable  cost”)  determined  by  the 
Contracting  Officer  to  be  allowable  in  accord¬ 
ance  with — 

(A)  Part  2  of  Section  XV  of  the  Armed 
Services  Procurement  Regulation  as  in  effect 
on  the  date  of  this  contract;  and 

(B)  The  terms  of  this  contract;  and 

(ii)  A  fee  determined  as  provided  in  this 
contract. 

(2)  The  target  cost  and  target  fee  of  this 
contract  are  set  forth  in  the  Schedule  and 
shall  be  subject  to  adjustment  in  accordance 


with  (h)  and  (i)  below.  As  used  through¬ 
out  this  contract  the  term — 

(i)  “Target  cost”  means  the  estimated 
cost  of  this  contract  Initially  negotiated, 
adjusted  in  accordance  with  (h)  below;  and 

(ii)  “Target  fee”  means  the  fee  which  was 
Initially  negotiated  on  the  assumption  that 
this  contract  would  be  performed  for  a  cost 
equal  to  the  estimated  cost  of  this  contract 
Initially  negotiated,  adjusted  in  accordance 
with  (h)  below. 

(b)  Once  each  month  (or  at  more  fre¬ 
quent  intervals,  if  approved  by  the  Contract¬ 
ing  Officer),  the  Contractor  may  submit  to 
an  authorized  representative  of  the  Contract¬ 
ing  Officer,  in  such  form  and  reasonable 
detail  as  such  representative  may  require, 
an  invoice  or  voucher  supported  by  a  state¬ 
ment  of  cost  Incurred  by  the  Contractor  in 
the  performance  of  this  contract  and  claimed 
to  constitute  allowable  cost. 

(c)  Promptly  after  receipt  of  each  in¬ 
voice  or  voucher  and  statement  of  cost,  the 
Government  shall,  except  as  otherwise  pro¬ 
vided  in  this  contract,  subject  to  the  pro¬ 
visions  of  (d)  below,  make  payment  thereon 
as  approved  by  the  Contracting  Officer. 
Payment  of  fee  shall  be  made  to  the  Con¬ 
tractor  as  specified  in  the  Schedule;  Pro¬ 
vided,  however,  that  whenever  in  the  opinion 
of  the  Contracting  Officer,  the  Contractor’s 
performance  or  cost  then  incurred  Indicates 
that  target  fee  will  not  be  achieved,  payment 
of  fee  will  be  based  on  such  lesser  fee,  not 
lower  than  the  minimum  fee,  as  the  Con¬ 
tracting  Officer  may  determine  to  be  appro¬ 
priate;  and  provided  further,  that  after  pay¬ 
ment  of  eighty-five  percent  (85%)  of  the 
applicable  fee,  further  payment  on  account 
of  the  fee  shall  be  withheld  until  a  reserve 
of  either  fifteen  percent  (15%)  of  the  ap¬ 
plicable  fee,  or  one  hundred  thousand  dollars 
($100,000) ,  whichever  is  less,  shall  have  been 
set  aside.  When  the  Contracting  Officer  has 
ordered  that  fee  payments  be  reduced  in 
accordance  with  the  foregoing,  he  may  in¬ 
crease  the  basis  for  payment  to  an  amount 
not  to  exceed  the  target  fee  upon  an  af¬ 
firmative  showing  by  the  Contractor  that 
such  action  is  justified  and  equitable. 

(d)  At  any  time  or  times  prior  to  final 
payment  under  this  contract,  the  Contract¬ 
ing  Officer  may  have  the  invoices  or  vouchers 
and  statements  of  cost  audited.  Each  pay¬ 
ment  theretofore  made  shall  be  subject  to  re¬ 
duction  for  amounts  included  in  the  related 
invoice  or  voucher  which  are  found  by  the 
Contracting  Officer,  on  the  basis  of  such 
audit,  not  to  constitute  allowable  cost.  Any 
payment  may  be  reduced  for  overpayments, 
or  increased  for  underpayments,  on  preced¬ 
ing  invoices  or  vouchers. 

(e)  On  receipt  and  approval  of  the  invoice 
or  voucher  designated  by  the  Contractor  as 
the  “completion  invoice”  or  “completion 
voucher”  and  upon  compliance  by  the  Con¬ 
tractor  with  all  the  provisions  of  this  con¬ 
tract  (including,  without  limitation,  the  pro¬ 
visions  relating  to  patents  and  the  provisions 
of  (f )  below) ,  the  Government  shall 
promptly  pay  to  the  Contractor  any  balance 
of  allowable  cost,  and  any  part  of  the  fee, 
which  has  been  withheld  pursuant  to  (c) 
above  or  otherwise  not  paid  to  the  Contrac¬ 
tor.  The  completion  invoice  or  voucher  shall 
be  submitted  by  the  Contractor  promptly 
following  completion  of  the  work  under  this 
contract' but  in  no  event  later  than  one  (1) 
year  (or  such  longer  period  as  the  Contract¬ 
ing  Officer  may  in  his  discretion  approve  in 
writing)  from  the  date  of  such  completion. 

(f)  The  Contractor  agrees  that  any  re¬ 
funds,  rebates,  credits,  or  other  amounts 
(including  any  interest  thereon)  accruing  to 
or  received  by  the  Contractor  or  any  assignee 
under  this  contract  shall  be  paid  by  the 
Contractor  to  the  Government  to  the  extent 
that  they  are  properly  allocable  to  costs  for 
which  the  Contractor  has  been  reimbursed 
by  the  Government  under  this  contract. 
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Reasonable  expenses  incurred  by  the  Con¬ 
tractor  for  the  purpose  of  securing  such  re¬ 
funds,  rebates,  credits,  or  other  amounts 
shall  be  allowable  costs  hereunder  when  ap¬ 
proved  by  the  Contracting  Officer.  Prior  to 
final  payment  under  this  contract,  the  Con¬ 
tractor  and  each  assignee  under  this  contract 
whose  assignment  is  in  effect  at  the  time  of 
final  payment  under  this  contract  shall  exe¬ 
cute  and  deliver — 

(1)  An  assignment  to  the  Government,  in 
form  and  substance  satisfactory  to  the  Con¬ 
tracting  Officer,  of  refunds,  rebates,  credits, 
or  other  amounts  (including  any  interest 
thereon)  properly  allocable  to  costs  for  which 
the  Contractor  has  been  reimbursed  by  the 
Government  under  this  contract;  and 

(li)  A  release  discharging  the  Government, 
Its  officers,  agents,  and  employees  from  all 
liabilities,  obligations,  and  claims  arising  out 
of  or  under  this  contract,  subject  only  to 
the  following  exceptions — 

(A)  specified  claims  in  stated  amounts  or 
in  estimated  amounts  where  the  amounts  are 
not  susceptible  of  exact  statement  by  the 
Contractor; 

(B")  claims,  together  with  reasonable  ex¬ 
penses  incidental  thereto,  based  upon  liabili¬ 
ties  of  the  Contractor  to  third  parties  arising 
out  of  the  performance  of  this  contract:  Pro¬ 
vided,  That  such  claims  are  not  known  to  the 
Contractor  on  the  date  of  the  execution  of 
the  release:  And  provided  further,  That  the 
Contractor  gives  notice  of  such  claims  in 
writing  to  the  Contracting  Officer  not  more 
than  six  (0)  years  after  the  date  of  the  re¬ 
lease  or  the  date  of  any  notice  to  the  Con¬ 
tractor  that  the  Government  is  prepared  to 
make  final  payment,  whichever  is  earlier;  and 
(C)  claims  for  reimbursement  of  costs 
(other  than  expenses  of  the  Contractor  by 
reason  of  his  indemnification  of  the  Govern¬ 
ment  against  patent  liability),  including 
reasonable  expenses  incidental  thereto,  in¬ 
curred  by  the  Contractor  under  the  provi¬ 
sions  of  this  contract  relating  to  patents. 

Except  as  provided  in  (J)  below,  payments 
under  the  assignment  and  claims  excepted 
from  the  release  shall  be  subject  to  adjust¬ 
ment  by  reason  of  the  adjustment  of  fee  in 
accordance  with  (i)  below. 

(g)  Any  cost  incurred  by  the  Contractor 
under  the  *  terms  of  this  contract  which 
would  constitute  allowable  cost  under  the 
provisions  of  this  clause  shall  be  Included  in 
determining  the  amount  payable  under  this 
oontract,  notwithstanding  any  provisions 
contained  in  the  specifications  or  other  docu¬ 
ments  incorporated  in  this  contract  by  refer¬ 
ence,  designating  services  to  be  performed  or 
materials  to  be  furnished  by  the  Contractor 
at  his  expense  or  without  cost  to  the  Govern¬ 
ment. 

(h)  When  the  work  under  this  contract 
(including  any  supplies  or  services  which  are 
ordered  separately  under,  or  otherwise  added 
to,  this  contract)  is  increased  or  decreased  by 
contract  modification,  appropriate  adjust¬ 
ments  in  the  target  cost  and  target  fee  shall 
be  set  forth  in  an  amendment  or  supple¬ 
mental  agreement  to  this  contract. 

(i)  The  fee  payable  hereunder  shall  be  the 
target  fee  Increased  by  (Insert  contractor’s 
participation)  cents  for  every  dollar  by  which 
the  total  allowable  cost  is  less  than  the 
target  cost  or  decreased  by  (insert  contrac¬ 
tor’s  participation)  cents  for  every  dollar  by 
which  the  total  allowable  cost  exceeds  the 
target  cost.  In  no  event  shall  the  fee  be 

greater  than _ percent,  nor  less  than 

_ percent,  of  the  target  oost;  and,  except 

as  provided  in  (J)  below,  within  these  limits 
such  fee  shall  be  subject  to  adjustment,  by 
reason  of  increase  or  decrease  of  total  allow¬ 
able  cost,  on  account  of  payments  under  the 
assignment  required  by  (f )  (i)  above,  and 
claims  excepted  from  the  release  required  by 
(f)  (ii>  above. 

(J)  For  the  purpose  of  the  adjustment 
of  the  fee  in  accordance  with  (1)  above,  the 


term  “total  allowable  cost”  shall  not  in¬ 
clude  allowable  costs  arising  out  of: 

(i)  Any  of  the  causes  specifically 'enum¬ 
erated  in  the  clause  hereof  entitled  "Excus¬ 
able  Delays”  to  the  extent  they  are  with¬ 
out  the  fault  or  negligence  of  the  Contractor 
or  any  subcontractor;  or 

(li)  The  taking  effect,  after  the  negotia¬ 
tion  of  the  target  cost  of  this  contract,  of  a 
statute,  court  decision,,  written  ruling  or 
regulation  which  results  in  the  Contractor’s 
being  required  to  pay  or  bear  the  burden  of 
any  tax  or  duty,  or  increase  in  the  rate 
thereof. 

In  the  event  the  contracts  call  for  spare  parts 
or  other  supplies  and  services  which  are 
to  be  ordered  under  a  provisioning  docu¬ 
ment  or  Government  option,  the  following 
provision  (k)  shall  be  Included: 

(k)  Compensation  for  supplies  (including 
spare  parts)  and  services  which  are  to  be 
furnished  under  this  contract  pursuant  to 
a  provisioning  document  or  Government  op¬ 
tion  shall  be  determined  in  accordance  with 
the  provisions  of  this  clause  notwithstand¬ 
ing  any  inconsistent  provision  in  such  pro¬ 
visioning  document  or  Government  option. 

(C)  *  *  * 

(5)  The  contracting  officer  shall  de¬ 
termine  to  his  satisfaction  that  the  esti¬ 
mated  cost  of  the  contract  initially  ne¬ 
gotiated  does  not  include  amounts  for 
the  contingencies  identified  in  para¬ 
graph  ( j )  of  the  clause  set  forth  in  par¬ 
agraph  (b)  of  this  section. 

12.  Section  7.203-27  is  revised;  new 
§  7.204-37  is  added  §  7.302.23  is  revised; 
and  §  7.303-14  is  revoked,  as  follows: 

§  7.208-27  Payment  for  overtime  pre¬ 
miums. 

In  accordance  with  the  requirements 
of  §  12.102  of  this  chapter,  insert  the 
contract  clause  set  forth  in  §  12.102-3 
(a)  of  this  chapter. 

§  7.204—37  Procurement  of  natural  rub¬ 
ber  for  aircraft  tires,  tubes,  tire  re¬ 
capping,  and  recapping  materials. 

In  accordance  with  §  1.323  of  this 
chapter,  insert  the  clause  set  forth 
therein. 

§  7.302—23  Patent  rights. 

In  accordance  with  the  requirements 
of  §  9.107  of  this  chapter,  insert  the  ap¬ 
propriate  contract  clause  set  forth  there¬ 
in  with  additional  or  alternate  para¬ 
graphs  as  prescribed  therein.  However, 
in  the  case  of  contracts  awarded  on  the 
basis  of  no  profit,  the  percentage  amount 
specified  to  be  withheld  under  paragraph 
(g)  of  the  clause  set  forth  in  §  9.107-5 
(a),  of  this  chapter  or  paragraph  (f) 
of  the  clause  set  forth  in  §  9.107-5  (b)  of 
this  chapter  may  be  changed  from  “ten 
percent  (10%)”  to  “one  percent  (1%).” 

§  7.303—14  Payment  for  overtime  and 
shift  premiums.  [Revoked] 

13.  New  §  7.303-36  is  added;  §§  7.402- 
22  and  7.402-28  are  revised;  new  §  7.403- 
32  is  added;  and  §  7.603-10  is  revoked,  as 
follows: 

§  7.303—36  Procurement  of  natural  rub¬ 
ber  for  aircraft  tires,  tubes,  tire  re¬ 
capping,  and  recapping  materials. 

In  accordance  with  §  1.323  of  this 
chapter,  insert  the  clause  set  forth 
therein. 


§  7.402-22  Patent  rights. 

In  accordance  with  the  requirements 
of  §  9.107  of  this  chapter,  insert  the  ap¬ 
propriate  contract  clause  set  forth  there¬ 
in  with  additional  or  alternate  para¬ 
graphs  as  prescribed  therein.  However, 
in  the  case  of  contracts  without  fee,  the 
percentage  amount  specified  to  be  with¬ 
held  under  paragraph  (g)  of  the  clause 
set  forth  in  §  9.107-5  (a)  of  this  chapter 
or  paragraph  (f)  of  the  clause  set  forth 
in  §  9.107-5  (b)  may  be  changed  from 
“ten  percent  (10%)”  to  “one  percent 
(1%)”.  In  contracts  without  fee  with 
educational  institutions,  paragraphs  (g) 
and  (f)  of  the  clauses  set  forth  in 
§  9.107-5  (a)  and  (b)  respectively  may 
be  omitted. 

§  7.402—28  Payment  for  overtime  pre¬ 
miums. 

In  accordance  with  the  requirements 
of  §  12.102  of  this  chapter,  insert  the 
contract  clause  set  forth  in  §  12.102-3 (a) . 

§  7.403-32  Procurement  of  natural  rub¬ 
ber  for  aircraft  tires,  tubes,  tire  re¬ 
capping,  and  recapping  materials. 

In  accordance  with  §  1.323  of  this 
chapter,  insert  the  clause  set  forth 
therein. 

§  7.603—10  Payment  for  overtime  and 
shift  premiums.  [Revoked] 


PART  8— TERMINATION  OF 
CONTRACTS 

14.  Subparagraph  (1)  of  §  8.404-4  (a) 
is  revised  to  read  as  follows: 

§  8.404—4  Adjustment  of  overhead  costs. 

(a)  *  *  * 

(1)  To  negotiate  the  amount  of  over¬ 
head  for  the  contract  for  the  period  for 
which  fixed  overhead  rates  have  not  pre¬ 
viously  been  negotiated,  based  upon  audit 
recommendations  requested  by  the  con¬ 
tracting  officer  for  such  purpose  or  utilize 
provisional  rates  for  this  period  to  ex¬ 
peditiously  effect  final  settlement  if  the 
provisional  rate  appears  reasonable  (see 
§  3.705(d)  of  this  chapter) ;  or 

♦  *  *  *  * 


PART  9— PATENTS,  DATA,  AND 
COPYRIGHTS 

15.  Sections  9.107,  9.107-1,  9.107-2, 
9.107-3,  9.107-4,  9.107-5,  9.107-6,  9.107- 
7,  and  9.107-8  are  revised  and  new 
§  9.107-9  is  added,  as  follows: 

§  9.107  Patent  rights  under  contracts 
for  research  and  development. 

§  9.107—1  Introduction. 

On  October  10,  1963,  the  President 
promulgated  a  Statement  of  Govern¬ 
ment  Patent  Policy  applicable  to  all 
Executive  Departments  and  Agencies  (28 
F.R.  10943-10946,  October  12,  1963). 
This  Statement  is  set  forth  almost  ver¬ 
batim  in  §§  9.107-2  and  9.107-3.  Essen¬ 
tially,  the  goal  of  the  Statement  of  Gov¬ 
ernment  Patent  Policy  is  to  promote  the 
development  of  inventions  resulting  from 
Federally  sponsored  research,  so  that  the 
public  can  benefit  from  early  civilian 
use  of  such  inventions.  The  Statement 
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identifies  three  categories  of  procure¬ 
ment  situations  in  which  the  use  of  three 
different  patent  rights  clauses  will  best 
serve  this  goal.  In  a  first  category  of 
procurement  situations,  the  goal  of  the 
Policy  will  be  best  served  by  the  Govern¬ 
ment  acquiring  title  to  the  inventions. 

In  the  second  category,  where  the  con¬ 
tractor  has  demonstrated  a  technical 
competence  in  the  area  and  an  ability 
to  commercialize  his  inventions,  the 
Policy  Statement  calls  for  the  contractor 
or  grantee  to  obtain  title  to  the  resulting 
patent,  subject  to  a  license  in  the  Gov¬ 
ernment.  In  such  a  situation,  the  nor¬ 
mal  incentives  provided  by  the  patent 
system  are  sufficient  guarantee  that  the 
inventions  will  be  exploited  and  devel¬ 
oped  for  civilian  use.  In  the  third  and 
final  category,  the  division  of  patent 
rights  is  deferred  until  the  invention  is 
disclosed.  This  may  be  necessary  where 
the  commercial  interests  of  the  con¬ 
tractor  are  not  sufficiently  established  to 
give  title  to  the  contractor  at  the  time 
of  contracting.  This  brief  general  sum¬ 
mary  of  the  Policy  Statement  does  not 
attempt,  of  course,  to  define  the  cate¬ 
gories  with  precision;  and,  in  any  event, 
exceptions  to  the  general  rules  are  pro¬ 
vided  by  the  Policy  for  special  situations. 

§  9.107—2  General. 

(a)  Basic  considerations.  (1)  The 
Government  expends  large  sums  for  the 
conduct  of  research  and  development 
which  results  in  a  considerable  number 
of  inventions  and  discoveries. 

(2)  The  inventions  in  scientific  and 
technological  fields  resulting  from  work 
performed  under  Government  contracts 
constitute  a  valuable  national  resource. 

(3)  The  use  and  practice  of  these  in¬ 
ventions  and  discoveries  should  stimu¬ 
late  inventors,  meet  the  needs  of  the 
Government,  recognize  the  equities  of 
the  contractor,  and  serve  the  public 
interest. 

(4)  The  public  interest  in  a  dynamic 
and  efficient  economy  requires  that  ef¬ 
forts  be  made  to  encourage  the  expedi¬ 
tious  development  and  civilian  use  of 
these  inventions.  Both  the  need  for  in¬ 
centives  to  draw  forth  private  initiatives 
to  this  end  and  the  need  to  promote 
healthy  competition  in  industry  must  be 
weighed  in  the  disposition  of  patent 
rights  under  Government  contracts. 
Where  exclusive  rights  are  acquired  by 
the  contractor,  he  remains  subject  to  the 
provisions  of  the  antitrust  laws. 

(5)  The  public  interest  is  also  served 
by  sharing  of  benefits  of  Government- 
financed  research  and  development  with 
foreign  countries  to  a  degree  consistent 
with  our  international  programs  and 
with  the  objectives  of  United  States  for¬ 
eign  policy. 

(6)  There  is  growing  importance  at¬ 
taching  to  the  acquisition  of  foreign 
patent  rights  in  furtherance  of  the  inter¬ 
est  of  United  States  industry  and  the 
Government. 

(7)  The  prudent  administration  of 
Government  research  and  development 
calls  for  a  Government-wide  policy  on 
the  disposition  of  inventions  made  under 
Government  contracts  reflecting  com¬ 
mon  principles  and  objectives,  to  the 
extent  consistent  with  the  missions  of  the 


respective  agencies.  The  policy  must 
recognize  the  need  for  flexibility  to  ac¬ 
commodate  special  situations. 

(b)  Availability  of  Government-owned 
patents.  Government-owned  patents 
shall  be  made  available  and  the  techno¬ 
logical  advances  covered  thereby  brought 
into  being  in  the  shortest  time  possible 
through  dedication  or  licensing  and  shall 
be  listed  in  official  Government  publica¬ 
tions  or  otherwise. 

(c)  Definitions.  As  used  in  §§  9.107 — 
9.107-9,  the  stated  terms  are  defined  as 
follows: 

1.  “Invention  or  invention  or  discov¬ 
ery”  includes  any  art,  machine,  manu¬ 
facture,  design  or  composition  of  matter, 
or  any  new  and  useful  improvement 
thereof,  or  any  variety  of  plant,  which  is 
or  may  be  patentable  under  the  Patent 
Laws  of  the  United  States  of  America  or 
any  foreign  country ; 

(2)  “Contractor”  means  any  indi¬ 
vidual,  partnership,  public  or  private 
corporation,  association,  institution,  or 
other  entity  which  is  a  party  to  the 
contract; 

(3)  “Contract”  means  any  actual  or 
proposed  contract,  agreement,  grant,  or 
other  arrangement,  or  subcontract  en¬ 
tered  into  with  or  for  the  benefit  of  the 
Government  where  a  purpose  of  the  con¬ 
tract  is  the  conduct  of  experimental,  de¬ 
velopmental,  or  research  work; 

(4)  “Made,”  when  used  in  relation  to 
any  invention  or  discovery,  means  the 
conception  or  first  actual  reduction  to 
practice  of  such  invention  in  the  course 
of  or  under  the  contract; 

(5)  “Governmental  purpose”  means 
the  right  of  the  Government  of  the 
United  States  (including  any  agency 
thereof,  state,  or  domestic  municipal 
government)  to  practice  and  have  prac¬ 
ticed  (make  or  have  made,  use  or  have 
used,  sell  or  have  sold)  throughout  the 
world  by  or  on  behalf  of  the  Government 
of  the  United  States. 

(6)  “To  the  point  of  practical  applica¬ 
tion”  means  to  manufacture  in  the  case 
of  a  composition  er  product,  to  practice 
in  the  case  of  a  process,  or  to  operate  in 
the  case  of  a  machine  or  system  and,  in 
each  case,  under  such  conditions  as  to 
establish  that  the  invention  is  being 
worked  and  that  its  benefits  are  reason¬ 
ably  accessible  to  the  public. 

§  9.107-3  Policy. 

(a)  Category  I.  The  Government 
shall  normally  acquire  or  reserve  the 
right  to  acquire  the  principal  or  exclusive 
rights  throughout  the  world  in  and  to 
any  inventions  made  in  the  course  of  or 
under  a  contract  where: 

(1)  A  principal  purpose  of  the  con¬ 
tract  is  to  create,  develop  or  improve 
products,  processes,'  or  methods  which 
are  intended  for  commercial  use  (or 
which  are  otherwise  intended  to  be  made 
available  for  use)  by  the  general  public 
at  home  or  abroad,  or  which  will  be  re¬ 
quired  for  such  use  by  governmental 
regulations;  or 

(2)  A  principal  purpose  of  the  con¬ 
tract  is  for  exploration  into  fields  which 
directly  concern  the  public  health  or 
public  welfare;  or 

(3)  The  contract  is  in  a  field  of  science 
or  technology  in  which  there  has  been 


little  significant  experience  outside  of 
work  funded  by  the  Government,  or 
where  the  Government  has  been  the 
principal  developer  of  the  field,  and  the 
acquisition  of  exclusive  rights  at  the 
time  of  contracting  might  confer  on  the 
contractor  a  preferred  or  dominant 
position;  or 

(4)  The  services  of  the  contractor  are 

(i)  For  the  operation  of  a  Govern¬ 
ment-owned  research  or  production  fa¬ 
cility;  or 

(ii)  For  coordinating  and  directing 
the  work  of  others. 

In  exceptional  circumstances,  the  con¬ 
tractor  may  acquire  greater  rights  than 
a  nonexclusive  license  at  the  time  of  con¬ 
tracting,  where  the  Secretary  certifies 
thaj;  such  action  will  best  serve  the  pub¬ 
lic  interest.  Greater  rights  than  a  non¬ 
exclusive  license  may  be  acquired  by  the 
contractor  after  the  invention  has  been 
identified,  where  the  invention  when 
made  in  the  course  of  or  under  the 
contract  is  not  a  primary  object  of  the 
contract:  Provided,  The  acquisition  of 
such  greater  rights  is  consistent  with 
the  intent  of  this  section  and  is  a  neces¬ 
sary  incentive  to  call  forth  private  risk 
capital  and  expense  to  bring  the  inven¬ 
tion  to  the  point  of  practical  application. 

(b)  Category  II.  In  other  situations, 
where  the  purpose  of  the  contract  is  to 
build  upon  existing  knowledge  or  tech¬ 
nology  to  develop  information,  products, 
processes,  or  methods  for  use  by  the 
Government,  and  the  work  called  for  by 
the  contract  is  in  a  field  of  technology 
in  which  the  contractor  has  acquired 
technical  competence  (demonstrated  by 
factors  such  as  know-how,  experience, 
and  patent  position)  directly  related  to 
an  area  in  which  the  contractor  has  an 
established  nongovernmental  commer¬ 
cial  position,  the  contractor  shall  nor¬ 
mally  acquire  the  principal  or  exclusive 
rights  throughout  the  world  in  and  to 
any  resulting  inventions,  subject  to  the 
Government’s  acquiring  at  least  an  ir¬ 
revocable  nonexclusive  royalty-free  li¬ 
cense  throughout  the  world  for  govern¬ 
mental  purposes. 

(c)  Category  III.  Where  the  com¬ 
mercial  interests  of  the  contractor  are 
not  sufficiently  established  to  be  covered 
by  the  criteria  specified  in  paragraph  (b) 
of  this  section,  the  final  determination 
of  rights  shall  be  made  by  the  contract¬ 
ing  officer  after  the  invention  has  been 
identified,  in  a  manner  deemed  most 
likely  to  serve  the  public  interest  as  ex¬ 
pressed  in  this  Policy  Statement  (see 
§  9.107-2  and  other  paragraphs  of  this 
section),  taking  particularly  into  ac¬ 
count  the  intentions  of  the  contractor 
to  bring  the  invention  to  a  point  of  com¬ 
mercial  application  and  the  guidelines 
of  paragraph  (a)  of  this  section:  Pro¬ 
vided,  That  in  the  special  situations 
set  forth  in  §  9.107-4 (c)  (2) ,  the  contrac¬ 
tor  may  acquire  at  the  time  of  con¬ 
tracting  greater  rights  than  a  nonexclu¬ 
sive  license.  In  any  case,  the  Govern¬ 
ment  shall  acquire  at  least  a  nonexclu¬ 
sive  royalty-free  license  throughout  the 
world  for  Governmental  purposes. 

(d)  In  the  Category  II  and  Category 
III  situations,  when  two  or  more  poten¬ 
tial  contractors  are  judged  to  have  pre¬ 
sented  proposals  of  equivalent  merit. 
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willingness  to  grant  the  Government 
principal  or  exclusive  rights  in  resulting 
inventions  will  be  an  additional  factor 
in  the  evaluation  of  the  proposals. 

(e)  Where  the  principal  or  exclusive 
(except  as  against  the  Government) 
rights  in  an  invention  remain  in  the  con¬ 
tractor,  he  should  agree  to  provide  writ¬ 
ten  reports  at  reasonable  intervals,  when 
requested  by  the  Government,  on  the 
commercial  use  that  is  being  made  or  is 
intended  to  be  made  of  inventions  made 
under  Government  contracts. 

(f)  Where  the  principal  or  exclusive 
(except  as  against  the  Government) 
rights  in  an  invention  remain  in  the  con¬ 
tractor,  unless  the  contractor,  his  licen¬ 
see,  or  his  assignee  has  taken  effective 
steps  within  three  years  after  a  patent 
issues  on  the  invention  to  bring  the  in¬ 
vention  to  the  point  of  practical  appli¬ 
cation  or  has  made  the  invention  avail¬ 
able  for  licensing  royalty-free  or  on 
terms  that  are  reasonable  in  the  circum¬ 
stances,  or  can  show  cause  why  he  should 
retain  the  principal  or  exclusive  rights 
for  a  further  period  of  time,  the  Gov¬ 
ernment  shall  have  the  right  to  require 
the  granting  of  a  license  to  an  applicant 
on  a  nonexclusive  royalty-free  basis. 

(g)  Where  the  principal  or  exclusive 

(except  as  against  the  Government) 
rights  to  an  invention  are  acquired  by 
the  contractor,  the  Government  shall 
have  the  right  to  require  the  granting 
of  a  license  to  an  applicant  royalty-free 
or  on  terms  that  are  reasonable  in  the 
circumstances  to  the  extent  that  the  in¬ 
vention  is  required  for  public  use  by  gov¬ 
ernmental  regulations  or  as  may  be  nec¬ 
essary  to  fulfill  health  needs,  or  for 
other  public  purposes  stipulated  in  the 
contract.  •  •  • 

(h)  Where  the  Government  may  ac¬ 
quire  the  principal  rights  and  does  not 
elect  to  secure  a  patent  in  a  foreign 
country,  the  contractor  may  file  and 
retain  the  principal  or  exclusive  foreign 
rights  subject  to  retention  by  the  Gov¬ 
ernment  of  at  least  a  royalty-free  license 
for  governmental  purposes  and  on  behalf 
of  any  foreign  government  pursuant  to 
any  existing  or  future  treaty  or  agree¬ 
ment  with  the  United  States. 

§  9.107—4  Procedures. 

(a)  After  appropriate  consultation 
with  legal,  patent,  and  technical  ad¬ 
visors,  the  contracting  officer  shall  de¬ 
termine  whether  the  Government  or 
the  contractor  should  acquire  the  prin¬ 
cipal  or  exclusive  rights  (hereafter  these 
rights  are  referred  to  as  “title”)  to  any 
•or  all  inventions  made  in  the  course 
of  or  under  each  contract  and  shall  fully 
document  the  contract  file  to  support 
his  determination.  The  basic  considera¬ 
tions  and  policy  set  forth  above  shall 
govern  the  making  of  this  determination. 

(b)  Category  I:  Where  the  contract¬ 
ing  officer  determines  that  proposed  ex¬ 
perimental,  developmental,  or  research 
work  falls  within  Category  I  set  forth 
in  §9.107-3(a),  the  Patent  Rights 
(Title)  clause  set  forth  in  §  9.107-5  (a) 
shall  be  included  in  the  contract.  (How¬ 
ever,  in  exceptional  circumstances,  the 
contractor  may  acquire  greater  rights 
than  a  nonexclusive  license  at  the  time 
of  contracting  if  the  Secretary  certifies 


that  such  action  will  best  serve  the  public 
interest.)  The  contracting  officer  shall 
consider  the  following  in  making  his 
determination. 

(1)  In  the  situation  in  subparagraph 

(1)  in  §  9.107-3(a),  a  principal  purpose 
of  the  contract  or  a  series  of  related  con¬ 
tracts  must  be  research  or  development 
work  on  an  end  item  (a  product  or  proc¬ 
ess)  either  (i)  intended  for  use  in  the 
civilian  economy,  or  (ii)  which  the  gen¬ 
eral  public  will  be  required  by  govern¬ 
mental  regulation  to  use.  End  items  of 
this  nature  would  most  likely  be  found 
in  the  field  of  Civil  Defense. 

(2)  In  the  situation  in  subparagraph 

(2)  in  §  9.107-3(a),  a  principal  purpose 
of  the  contract  must  be  directly  con¬ 
cerned  with  the  public  health  or  public 
welfare  (e.g.,  drugs,  medical  instru¬ 
ments,  water  desalinization,  and  weather 
modification  or  control) ,  and  not  solely 
items  of  only  military  application. 

(3)  Under  subparagraph  (3)  in 
§  9. 107-3 (a) ,  the  contract  must  be  for  an 
end  product  in  a  field  of  science  or  tech¬ 
nology  in  which,  at  the  time  the  con¬ 
tract  is  entered  into,  there  has  been  lit¬ 
tle  or  no  significant  experience  except 
for  work  funded  by  the  Government 
or  where  the  Government  has  been  the 
principal  developer.  If  the  contracting 
officer  determines  that  the  proposed  con¬ 
tract  is  in  such  a  field  of  science  or  tech¬ 
nology,  he  then  shall  determine  whether 
the  contractor  would  likely  get  a  pre¬ 
ferred  or  dominant  commercial  position 
in  that  field  if  he  were  permitted  to  ac¬ 
quire  title  to  inventions  made  under 
the  contract.  It  would  be  inequitable 
to  other  commercial  manufacturers  or 
sources  to  permit  a  contractor  to  acquire 
such  a  preferred  or  dominant  commer¬ 
cial  position  based  principally  upon  work 
funded  by  the  Government. 

(4)  Under  subparagraph  (4)  (i)  in 
§9. 107-3 (a),  a  contract  for  the  opera¬ 
tion  of  a  Government-owned  production 
facility  must  call  for  experimental,  de¬ 
velopmental,  or  research  work  at  such 
a  facility.  In  subpaftigrph  (4)  (ii)  in 
§  9.107-3  (a)  the  words  “coordinating 
and  directing  the  work  of  others”  do  not 
refer  to  the  normal  prime  contractor- 
subcontractor  relationship,  but  refer  in¬ 
stead  to  a  relationship  in  which  a  po¬ 
tential  organizational  conflict-of-inter¬ 
est  exists.  See  §  1.113-2  of  this  chapter. 

(c)  Category  II:  Where  the  con¬ 
tracting  officer  determines  that  proposed 
experimental,  developmental,  or  re¬ 
search  work  does  not  fall  within  Cate¬ 
gory  I  but  does  fall  within  Category  n 
set  forth  in  §  9.107-3 (b)  or  within  the 
special  situations  set  forth  in  subpara¬ 
graph  (2)  of  this  paragraph,  the  Patent 
Rights  (License)  clause  set  forth  in 
§  9.107-5  (b)  shall  be  included  (except 
when  greater  rights  are  acquired  by  the 
Government  pursuant  to  §  9.107-3  (d) ). 

(1)  In  determining  whether  such 
work  falls  within  Category  II,  the  con¬ 
tracting  officer  shall  first  determine 
whether  the  work  is  in  a  field  of  tech¬ 
nology  directly  related  to  an  area  in 
which  the  contractor  has  an  “estab¬ 
lished  nongovernmental  commercial  po¬ 
sition.”  In  making  this  determination, 
the  contracting  officer  should  recognize 
that  the  ultimate  goal  of  the  policy  is 


to  move  inventions  into  the  stream  of 
commerce.  Therefore,  to  be  considered 
as  having  an  established  nongovern¬ 
mental  commercial  position,  the  con¬ 
tractor  should  ordinarily: 

(1)  Be  known  in  the  trade  as  a  manu¬ 
facturer  or  source  of  products  or  services 
in  the  area  involved; 

(ii)  Be  regularly  engaged  in  the  sale, 
whether  domestic  or  foreign,  of  such 
products  or  services  to  the  general  public 
(including  business  concerns)  or  to  both 
the  general  public  and  the  Government; 
and 

(iii)  Have  a  record  of  developing  non¬ 
governmental  commercial  markets  for 
inventions  in  the  area  involved. 

(2)  The  following  are  the  special  situ¬ 
ations  where  the  public  interest  in  the 
availability  of  inventions  would  best  be 
served  by  permitting  the  contractor  to 
acquire  greater  rights  than  a  nonexclu¬ 
sive  license  at  the  time  the  contract  is 
entered  into: 

(i)  An  educational  or  nonprofit  insti¬ 
tution  has  a  definite,  established  policy, 
approved  and  promulgated  by  its  govern¬ 
ing  body,  of  retaining  title  to  inventions 
made  by  its  employees  or  of  requiring  its 
employees  to  assign  title  to  such  inven¬ 
tions  to  a  patent  holding  entity  for  the 
benefit  of  the  institution,  and  which 
patent  policy  has  been  approved  by  the 
Department  of  Defense; 

(ii)  A  newly-formed  research  and  de¬ 
velopment  contractor  or  a  new  inde¬ 
pendent,  research  and  development  divi¬ 
sion  or  subsidiary  of  an  older  contractor 
has  a  definite  program  for  establishing  a 
nongovernmental  commercial  position 
which  is  dependent  on  the  protection 
afforded  by  title  in  inventions  which  may 
be  made  in  the  course  of  or  under  the 
contract  (a  contractor  or  division  estab¬ 
lished  more  than  five  years  shall  not  be 
considered  “newly-formed”) ; 

Provided,  however.  That,  in  either  case 
the  procurement  involved  does  not  fall 
within  Category  I. 

(d)  Category  HI:  Where  the  con¬ 
tracting  officer  determines  that  proposed 
experimental,  developmental,  or  re¬ 
search  work  falls  within  Category  III 
(set  forth  in  §  9.107-3  (c) )  because  it  is 
not  covered  by  the  instructions  in  para¬ 
graphs  (b)  and  (c)  of  this  section,  the 
Patent  Rights  (Deferred)  clause  in 
§  9.107-5  (c)  shall  be  included.  However, 
in  the  case  of  prospective  contractors 
organized  for  profit  only  considered  un¬ 
der  paragraph  (c)  of  this  section,  the 
contracting  officer  shall  affirmatively 
determine  that  the  proposed  contractor 
does  not  have  a  qualifying  commercial 
position  before  the  Deferred  Clause  is 
used,  thereby  settling  as  many  questions 
as  possible  at  the  time  of  contracting. 
Many  educational  institutions  or  non¬ 
profit  organizations  do  not  wish  to  ac¬ 
quire  patents  or  do  not  have  an  approved 
patent  policy;  in  such  cases,  the  contract 
may  include  either  the  Patent  Rights 
(Title)  clause  in  §  9. 107-5  (a)  or  the  Pat¬ 
ent  Rights  (Deferred)  clause  in  §  9.107-5 

(c) ,  as  appropriate. 

(e)  Where  a  contractor  has  acquired 
the  title  to  an  invention  under  a  contract, 
the  contracting  officer  may,  in  accord- 
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ance  with  §  9.107-5,  request  written  re¬ 
ports  from  the  contractor  as  to: 

(1)  The  commercial  use  that  is  being 
made  or  is  intended  to  be  made  of  such 
invention;  and 

(2)  The  steps  taken  by  the  contractor 
to  bring  the  invention  to  the  point  of 
practical  application,  or  to  make  the  in¬ 
vention  available  for  licensing. 

(f)  In  the  special  cases  covered  by  the 
sections  listed  below,  the  contracting 
officer  shall  follow  the  instructions  and 
include  the  clauses  required  in  such 
sections: 

(1)  Section  9.107-6,  concerning  for¬ 
eign  contracts; 

(2)  Section  9.107-7,  concerning  con¬ 
tracts  relating  to  atomic  energy; 

(3)  Section  9.107-8,  concerning  con¬ 
tracts  placed  for  the  National  Aero¬ 
nautics  and  Space  Administration; 

(4)  Section  9.107-9,  concerning  con¬ 
tracts  relating  to  space;  and 

(5)  Section  9.108,  concerning  con¬ 
tracts  for  personal  services. 

(g)  By  definition,  the  term  “contract” 
includes  subcontracts;  hence,  the  policy 
in  §§  9.107-2  and  9.107-3  applies  where  a 
purpose  of  a  subcontract  is  experimental, 
developmental,  or  research  work.  So 
that  the  policy  is  carried  out  at  all  con¬ 
tract  and  subcontract  levels,  subcon¬ 
tracts  generally  shall  include  the  same 
patent  rights  provision  (Title  or  License) 
contained  in  the  prime  contract.  How¬ 
ever,  there  may  be  exceptions  to  this  gen¬ 
eral  rule,  as  for  example  where  the  prime 
contract  comes  within  subparagraphs 

(3)  or  (4)  in  §  9.107-3 (a),  but  the  sub¬ 
contract  is  not  subject  to  the  same  con¬ 
siderations.  Another  exception,  though 
less  likely,  may  occur  where  the  prime 
contract  is  subject  to  the  provisions  of 
Category  n,  but  the  nongovernmental 
commercial  position  of  the  subcontractor 
is  not  sufficiently  established  and,  con¬ 
sequently,  the  subcontract  falls  within 
the  provisions  of  Category  HI. 

§9.107—5  Clauses  for  domestic  con¬ 
tracts. 

(a)  Patent  Rights  (Title)  Clause.  If 
the  contracting  officer  has  determined 
that  the  contract  comes  within  §§  9.107-4 
(b)  or  9.107-3  (d),  he  shall  include  the 
following  clause  in  the  contract.  This 
clause  provides  for  the  Government  to 
acquire  title  in  “Subject  Inventions,” 
subject  to  the  contractor’s  retaining  a 
royalty-free  license  in  such  inventions; 
however,  the  Government  may  permit 
the  contractor,  under  certain  circum¬ 
stances,  to  acquire  greater  rights  than 
the  license. 

Patent  Rights  (Title)  (May  1964) 

(a)  Definitions  used  in  this  clause.  (1) 
“Subject  invention”  means  any  Invention  or 
discovery,  whether  or  not  patentable,  con¬ 
ceived  or  first  actually  reduced  to  practice  in 
the  course  of  or  under  this  contract.  The 
term  “Subject  Invention”  includes,  but  is 
not  limited  to,  any  art,  machine,  manufac¬ 
ture,  design  or  composition  of  matter,  or  any 
hew  and  useful  improvement  thereof,  or  any 
v"iety  of  plant,  which  is  or  may  be  patent- 
able  under  the  patent  laws  of  the  United 
^tes  of  America  or  any  foreign  country. 
.  “Governmental  purpose”  means  the 
ght  of  the  Government  of  the  United  States 
(including  any  agency  thereof,  state  or 
omestic  municipal  government)  to  practice 


and  have  practiced  (make  or  have  made,  use 
or  have  used,  sell  or  have  sold)  any  Subject 
Invention  throughout  the  world  by  or  on 
behalf  of  the  Government  of  the  United 
States. 

(3)  “Contract”  means  any  contract,  agree¬ 
ment,  grant,  or  other  arrangement,  or  sub¬ 
contract  entered  into  with  or  for  the  benefit 
of  the  Government  where  a  purpose  of  the 
contract  is  the  conduct  of  experimental,  de¬ 
velopmental,  or  research  work. 

(4)  “Subcontract”  and  “subcontractor” 
means  any  subcontract  or  subcontractor  of 
the  Contractor,  any  lower-tier  subcontract 
or  subcontractor  under  this  contract. 

(5)  “To  bring  to  the  point  of  practical 
application”  means  to  manufacture  in  the 
case  of  a  composition  or  product,  to  practice 
in  the  case  of  a  process,  or  to  operate  in  the 
case  of  a  machine  or  system  and,  in  each 
case,  under  such  conditions  as  to  establish 
that  the  invention  is  being  worked  and  that 
its  benefits  are  reasonably  accessible  to  the 
public. 

(b)  Rights  granted  to  the  Government. 
Except  as  provided  in  (e)  and  (h)  of  this 
clause,  the  Contractor  agrees  to  grant  the 
Government  all  right,  title  and  interest  in 
and  to  each  Subject  Invention  (made  by  the 
Contractor),  subject  to  the  reservation  of  a 
nonexclusive  and  royalty-free  license  to  the 
Contractor.  The  license  shall  extend  to  ex¬ 
isting  and  future  associated  and  affiliated 
companies,  if  any,  within  the  corporate 
structure  of  which  the  Contractor  is  a  part 
and  shall  be  assignable  to  the  successor  of 
that  part  of  the  Contractor’s  business  to 
which  such  Invention  pertains.  Nothing 
contained  in  this  Patents  Rights  clause  shall 
be  deemed  to  grant  any  rights  with  respect 
to  any  invention  other  than  a  Subject 
Invention. 

(c)  Invention  disclosures  and  reports.  (1) 
With  respect  to  Subject  Inventions  (made 
by  the  Contractor)  the  Contractor  shall  fur¬ 
nish  to  the  Contracting  Officer: 

(i)  A  written  disclosure  of  each  such  In¬ 
vention  within  four  (4)  months  after  con¬ 
ception  or  first  actual  reduction  to  practice, 
whichever  occurs  first  under  this  contract, 
sufficiently  complete  as  to  technical  detail  to 
convey  to  one  skilled  in  the  art  to  which  the 
Invention  pertains  a  clear  understanding  of 
the  nature,  purpose,  operation  and,  as  the 
case  may  be,  physical,  chemical  or  electrical 
characteristics  of  the  Invention; 

(ii)  Interim  reports  at  last  every  twelve 
(12)  months,  the  initial  period  of  which  shall 
commence  with  the  date  of  this  contract, 
each  report  listing  all  such  Inventions  con¬ 
ceived  or  first  actually  reduced  to  practice 
more  than  three  (3)  months  prior  to  the 
date  of  the  report  and  not  listed  on  a  prior 
interim  report,  or  certifying  that  there  are 
no  such  unreported  Inventions; 

(iii)  Prior  to  final  settlement  of  this  con¬ 
tract,  a  final  report  listing  all  such  Inven¬ 
tions  including  all  those  previously  listed  in 
interim  reports,  or  certifying  that  there  are 
no  such  unreported  Inventions;  and 

(iv)  Information  in  writing,  as  soon  as 
practicable,  of  the  date  and  identity  of  any 
public  use,  sale,  or  publication  of  such  In¬ 
vention  made  by  or  known  to  the  Contractor 
or  of  any  contemplated  publication  by  the 
Contractor; 

(v)  Upon  request,  such  duly  executed  in¬ 
struments  and  other  papers  (prepared  by  the 
Government)  as  are  deemed  necessary  to  vest 
in  the  Government  the  rights  granted  it 
under  this  clause  and  to  enable  the  Govern¬ 
ment  to  apply  for  and  prosecute  any  patent 
application,  in  any  country,  covering  such 
Invention  where  the  Government  has  the 
right  under  this  clause  to  file  such  applica¬ 
tion;  and 

(vi)  Upon  request,  an  irrevocable  power  of 
attorney  to  inspect  and  make  copies  of  each 
United  States  patent  application  filed  by,  or 


on  behalf  of,  the  Contractor  covering  any 
such  Invention. 

(2)  With  respect  to  each  Subject  Invention 
in  which  the  Contractor  has  been  granted 
greater  rights  under  paragraph  (h)  of  this 
clause,  the  Contractor  agrees  to  provide 
written  reports  at  reasonable  intervals,  when 
requested  by  the  Government  as  to: 

(i)  The  commercial  use  that  is  being  made 
or  is  intended  to  be  made  of  such  Invention; 

(ii)  The  steps  taken  by  the  Contractor 
to  bring  the  Invention  to  the  point  of  prac¬ 
tical  application,  or  to  make  the  Invention 
available  for  licensing. 

(d)  Subcontracts.  (1)  The  Contractor 
shall,  unless  otherwise  authorized  or  di¬ 
rected  by  the  Contracting  Officer,  include  a 
patent  rights  clause  containing  all  the  pro¬ 
visions  of  this  Patent  Rights  clause  in  any 
subcontract  hereunder  where  a  purpose  of 
the  subcontract  is  the  conduct  of  experi¬ 
mental,  developmental,  or  research  work. 
In  the  event  of  refusal  by  a  subcontractor  to 
accept  this  Patent  Rights  clause;  or  if  in 
the  opinion  of  the  Contractor  this  Patent 
Rights  clause  is  inconsistent  with  the  policy 
set  forth  ,  in  ASPR  9-107.2  and  9-107.3,  the 
Contractor : 

(1)  Shall  promptly  submit  a  written  report 
to  the  Contracting  Officer  setting  forth  the 
subcontractor’s  reasons  for  such  refusal  or 
the  reasons  Contractor  is  of  the  opinion  that 
the  Inclusion  of  this  clause  would  be  so 
inconsistent,  and  other  pertinent  informa¬ 
tion  which  may  expedite  disposition  of  the 
matter;  and 

(ii)  Shall  not  proceed  with  the  subcon¬ 
tract  without  the  written  authorization  of 
the  Contracting  Officer. 

The  Contractor  shall  not,  in  any  subcon¬ 
tract  or  by  Using  such  a  subcontract  as  con¬ 
sideration  therefor,  acquire  any  rights  to 
Subject  Inventions  for  his  own  use  (as  dis¬ 
tinguished  from  such  rights  as  may  be  re¬ 
quired  solely  to  fulfill  his  contract  obligations 
to  the  Government  in  the  performance  of 
this  contract.)  Reports,  instruments,  and 
other  information  required  to  be  furnished 
by  a  subcontractor  to  the  Contracting  Officer 
under  the  provisions  of  such  a  patent  rights 
clause  in  a  subcontract  hereunder  may,  upon 
mutual  consent  of  the  Contractor  and  the 
subcontractor  (or  by  direction  of  the  Con¬ 
tracting  Officer)  be  furnished  to  the  Contrac¬ 
tor  for  transmission  to  the  Contracting  Of¬ 
ficer. 

(2)  The  Contractor,  at  the  earliest  prac¬ 
ticable  date,  shall  also  notify  the  Contract¬ 
ing  Officer  in  writing  of  any  subcontract  con¬ 
taining  a  patent  rights  clause,  furnish  him 
a  copy  of  such  clause,  and  notify  him  when 
such  subcontract  is  completed.  It  is  under¬ 
stood  that  the  Government  is  a  third  party 
beneficiary  of  any  subcontract  clause  grant¬ 
ing  rights  to  the  Government  in  Subject 
Inventions,  and  the  Contractor  hereby  as¬ 
signs  to  the  Government  all  the  rights  that 
the  Contractor  would  have  to  enforce  the 
subcontractor’s  obligations  for  the  benefit  of 
the  Government  with  respect  to  Subject  In¬ 
ventions.  If  there  are  no  subcontracts  con¬ 
taining  patent  rights  clauses,  a  negative 
report  is  required.  The  Contractor  shall  not 
be  obligated  to  enforce  the  agreements  of  any 
subcontractor  hereunder  relating  to  the  ob¬ 
ligations  of  the  subcontractor  to  the  Govern¬ 
ment  in  regard  to  Subject  Inventions. 

(e)  Domestic  filing  of  patent  applications 
by  Contractor.  If  greater  rights  are  granted 
in  and  to  a  Subject  Invention  pursuant  to 
paragraph  (h)  of  this  clause,  the  Contractor 
shall  file  in  due  form  and  within  six  (6) 
months  of  the  granting  of  such  greater  rights 
a  United  States  patent  application  claiming 
the  Invention  referred  to  in  said  paragraph, 
and  shall  furnish,  as  soon  as  practicable,  the 
serial  number  and  filing  date  of  each  such 
application  and  the  patent  number  of  any 
resulting  patent.  As  to  each  Invention  in 
which  the  Contractor  has  been  given  greater 
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rights,  the  Contractor  shall  notify  the  Con¬ 
tracting  Officer  at  the  end  of  the  six  (0) 
month  period  if  he  has  failed  to  file  or  caused 
to  be  filed  a  patent  application  covering  such 
invention.  If  the  Contractor  has  filed  or 
caused  to  be  filed  such  an  application  within 
the  six  (6)  month  period,  but  elects  not  to 
continue  prosecution  of  such  application,  he 
shall  so  notify  the  Contracting  Officer  not 
less  than  sixty  (60)  days  before  the  expi¬ 
ration  of  the  response  period.  In  either  of 
the  situations  covered  by  the  two  immedi¬ 
ately-preceding  sentences,  the  Government 
shall  be  entitled  to  all  rights,  title  and  in¬ 
terest  in  such  Invention  subject  to  the  reser¬ 
vation  to  the  Contractor  of  a  license  as 
specified  in  paragraph  (b). 

(f)  Foreign  filing  of  patent  applications. 

( 1 )  If  the  Contractor  acquires  greater  rights 
in  a  Subject  Invention  pursuant  to  para¬ 
graph  (h)  of  this  clause  and  has  filed  a 
United  States  patent  application  claiming 
the  Invention,  the  Contractor,  or  those 
other  than  the  Government  deriving  rights 
from  the  Contractor,  shall  as  between  the 
parties  hereto,  have  the  exclusive  right,  sub¬ 
ject  to  the  rights  of  the  Government  under 
paragraph  (i)  of  this  clause,  to  file  applica¬ 
tions  on  the  Inventions  in  each  foreign 
country  within: 

(1)  Nine  (9)  months  from  the  date  a  cor¬ 
responding  United  States  patent  application 
is  filed; 

(il)  Six  (6)  months  from  the  date  permis¬ 
sion  is  granted  to  file  foreign  applications 
where  such  filing  has  been  prohibited  for 
security  reasons;  or 

(ill)  Such  longer  period  as  may  be  ap¬ 
proved  by  the  Contracting  Officer. 

The  Contractor  shall  notify  the  Contracting 
Officer  of  each  foreign  application  filed  and, 
upon  written  request  of  the  Contracting 
Officer,  convey  to  the  Government  the  entire 
right,  title  and  interest  in  the  Invention  in 
each  foreign  country  in  which  an  applica¬ 
tion  has  not  been  filed  within  the  time 
specified  above,  subject  to  the  reservation 
of  a  royalty-free  license  as  specified  in  para¬ 
graph  (b). 

(2)  If  the  Contractor  does  not  acquire 
greater  rights  pursuant  to  paragraph  (h) 
of  this  clause  and  the  Government  deter¬ 
mines  not  to  file  a  patent  application  on  any 
Subject  Invention  (made  by  the  Contractor) 
in  any  particular  foreign  country,  the  Con¬ 
tracting  Officer,  upon  request  of  the  Con¬ 
tractor,  may  authorize  the  Contractor  to 
file  a  patent  application  on  such  Invention 
in  such  foreign  country  and  retain  ownership 
thereof,  subject  to  an  irrevocable,  nonex¬ 
clusive  and  royalty-free  license  to  practice 
and  have  practiced  such  Subject  Invention 
throughout  the  world  for  Governmental 
purposes.  In  addition,  the  Government 
shall  have  the  right  to  grant  licenses  to  any 
foreign  government  or  international  orga¬ 
nization  specifically  for  use  in  programs  es¬ 
tablished  by  International  Agreements  for  re¬ 
search,  development,  or  production  of 
weapons  or  equipment  for  mutual  defense, 
and  shall  Include  the  practice  of  such  Sub¬ 
ject  Invention  in  the  manufacture,  use,  and 
disposition  of  any  article  or  material,  in  the 
use  of  any  method,  or  in  the  performance  of 
any  service  acquired  by  or  for  the  Govern¬ 
ment  or  with  funds  derived  through  the 
Military  Assistance  Program  of  the  Govern¬ 
ment  or  otherwise  through  the  Government. 

(g)  Withholding  of  payment.  If  the  Con¬ 
tractor  fails  to  deliver  to  the  Contracting 
Officer  the  interim  reports  required  by 
(c)  (1)  (ii)  of  this  clause,  or  fails  to  furnish 
the  written  disclosures  for  all  Inventions 
required  by  (c)  (1)  (i)  of  this  clause  shown 
to  be  due  in  accordance  with  any  interim 
report  delivered  und«r  (c)(1)  (ii)  or  other¬ 
wise  known  to  be  unreported,  there  shall  be 
withheld  from  payment  until  the  Contrac¬ 
tor  shall  have  corrected  such  failures  either 
ten  percent  (10%)  of  the  amount  of  this 


contract,  as  from  time  to  time  amended,  or 
ten  thousand  dollars  ($10,000),  whichever  is 
less.  After  payment  of  eighty  percent  (80% ) 
of  the  amount  of  this  contract,  as  from 
time  to  time  amended,  payment  shall  be 
withheld  until  a  reserve  of  either  ten  per¬ 
cent  (10%)  of  the  amount  of  this  contract, 
or  ten  thousand  dollars  ($10,000),  whichever 
is  less,  shall  have  been  set  aside,  such  re¬ 
serve  or  balance  thereof  to  be  retained  until 
the  Contractor  shall  have  furnished  to  the 
Contracting  Officer : 

(i)  The  final  report  required  by  (c)  (1)  (ill) 
of  this  clause; 

(ii)  Written  disclosures  for  all  Inventions 
required  by  (c)(1)  (1)  of  this  clause  which 
are  shown  to  be  due  in  accordance  with  in¬ 
terim  reports  delivered  under  (c)(1)(H)  or 
in  accordance  with  such  final  report,  or  are 
otherwise  known  to  be  unreported;  and 

(iii)  The  information  as  to  subcontracts 
required  by  paragraph  (d)  (2)  of  this  clause. 

No  amount  shall  be  withheld  under  this 
paragraph  when  the  amount  specified  by  this 
paragraph  is  being  withheld  under  other 
provisions  of  this  contract.  The  withhold¬ 
ing  of  any  amount  or  subsequent  payment 
thereof  to  the  Contractor  shall  not  be  con¬ 
strued  as  a  waiver  of  any  rights  accruing  to 
the  Government  under  this  contract.  This 
paragraph  shall  not  be  construed  as  requir¬ 
ing  the  Contractor  to  withhold  any  amounts 
from  a  subcontractor  to  enforce  compliance 
with  the  patent  provisions  of  a  subcontract. 
In  cost-type  contracts,  “amount  of  this  con¬ 
tract”  shall  mean  “estimated  cost  of  this 
contract”. 

(h)  Contractor’s  request  for  greater  rights. 
The  Contractor  at  the  time  of  disclosing  a 
Subject  Invention  pursuant  to  paragraph 
(c)(1)  (i)  of  this  clause,  but  not  later  than 
three  (3)  months  thereafter,  may  submit  in 
writing  to  the  Contracting  Officer,  in  accord¬ 
ance  with  applicable  regulations,  a  request 
for  greater  rights  than  the  license  reserved 
to  the  Contractor  in  paragraph  (b)  of  this 
clause  if: 

(i)  The  Invention  is  not  the  primary  ob¬ 
ject  of  this  contract;  and 

(ii)  The  acquisition  of  such  greater  rights' 
is  consistent  with  the  intent  of  ASPR 
9-107.3 (a)  and  is  necessary  to  call  forth 
private  risk  capital  and  expense  to  bring  the 
Invention  to  the  point  of  practical  applica¬ 
tion. 

The  Contracting  Officer  will  review  the  Con¬ 
tractor’s  request  for  greater  rights  and  will 
notify  the  Contractor  whether  such  request 
is  granted  in  whole  or  in  part.  Any  rights 
granted  to  the  contractor  shall  be  subject  to, 
but  not  necessarily  limited  to,  the  provisions 
of  paragraph  (i)  of  this  clause. 

(1)  Reservation  of  rights  to  the  Govern¬ 
ment.  (1)  In  the  event  greater  rights  in 
any  Subject  Invention  are  vested  in  or 
granted  to  the  Contractor  pursuant  to  para¬ 
graph  (h)  above,  such  greater  rights  shall,  as 
a  minimum,  be  subject  to  an  irrevocable, 
nonexclusive  and  royalty-free  license  to 
practice  and  have  practiced  the  Invention 
throughout  the  world  fbr  Governmental 
purposes.  In  addition,  the  Government 
shall  have  the  right  to  grant  licenses  to  any 
foreign  government  or  international  organi¬ 
zation  specifically  for  use  in  programs  estab¬ 
lished  by  International  Agreements,  for  re¬ 
search,  development,  or  production  of  weap¬ 
ons  or  equipment  for  mutual  defense,  and 
shall  Include  the  practice  of  such  Subject 
Invention  in  the  manufacture,  use,  and  dis¬ 
position  of  any  article  or  material,  in  the  use 
of  any  method,  or  in  the  performance  of  any 
service  acquired  by  or  for  the  Government 
or  with  funds  derived  through  the  Military 
Assistance  Program  of  the  Government  or 
otherwise  through  the  Government. 

(2)  In  the  event  greater  rights  are  vested 
in  the  Contractor,  the  Contractor  further 
agrees  to  and  does  hereby  grant  to  the  Gov¬ 
ernment  the  right  to  require  the  granting 


of  a  license  to  an  applicant  under  any  such 
Invention: 

(i)  On  a  nonexclusive,  royalty- free  basis, 
unless  the  Contractor,  his  licensee,  or  his 
assignee  demonstrates  to  the  Government, 
at  its  request,  that  effective  steps  have  been 
taken  within  three  (3)  years  after  a  patent 
issues  on  such  Invention  to  bring  the  Inven¬ 
tion  to  the  point  of  practical  application  or 
that  the  Invention  has  been  made  available 
for  licensing  royalty-free  or  on  terms  that  are 
reasonable  in  the  circumstances,  or  can  show 
cause  why  the  title  should  be  retained  for  a 
further  period  of  time;  or 

(ii)  Royalty-free  or  on  terms  that  are 
reasonable  in  the  circumstances  to  the  extent 
that  the  Invention  is  required  for  public  use 
by  Governmental  regulations  or  as  may  be 
necessary  to  fulfill  health  needs,  or  for  other 
public  purposes  stipulated  in  the  Schedule  of 
this  contract. 

(J)  Right  to  disclose  subject  inventions. 
The  Government  may  duplicate  and  disclose 
reports  and  disclosures  of  Subject  Inven¬ 
tions  required  to  be  furnished  by  the  Con¬ 
tractor  pursuant  to  this  Patent  Rights  clause. 

(b)  Patent  Rights  ( License )  Clause. 
Where  the  contracting  officer  has  deter¬ 
mined  that  the  proposed  contract  comes 
within  §  9.107-4  (c)  and  not  within 
§  9.107-3 (d),  he  shall  include  the  follow¬ 
ing  clause  in  the  contract.  This  clause 
provides  for  the  contractor  to  retain  title 
to  “Subject  Inventions”  and  for  the  Gov¬ 
ernment  to  acquire  a  royalty-free  license 
and  the  additional  right  to  grant  sub¬ 
licenses. 

Patent  Rights  (License)  (Mat  1964) 

(a)  Definitions  used  in  this  clause.  (1) 
“Subject  Invention”  means  any  Invention  or 
discovery,  whether  or  not  patentable,  con¬ 
ceived  or  first  actually  reduced  to  practice 
in  the  course  of  or  under  this  contract.  The 
term  “Subject  Invention”  includes,  but  is 
not  limited  to,  any  art,  machine,  manufac¬ 
ture,  design  or  composition  of  matter,  or  any 
new  and  useful  improvement  thereof,  or  any 
variety  of  plant,  which  is  or  may  be  patent- 
able  under  the  patent  laws  of  the  United 
States  of  America  or  any  foreign  country. 

(2)  “Governmental  purpose”  means  the 
right  of  the  Government  of  the  United  States 
(including  any  agency  thereof,  state  or  do¬ 
mestic  municipal  government)  to  practice 
and  have  practiced  (make  or  have  made,  use 
or  have  used,  sell  or  have  sold)  any  Subject 
Invention  throughout  the  world  by  or  on 
behalf  of  the  Government  of  the  United 
States. 

(3)  “Contract”  means  any  contract,  agree¬ 
ment,  grant,  or  other  arrangement,  or  sub¬ 
contract  entered  into  with  or  for  the  benefit 
of  the  Government  where  a  purpose  of  the 
contract  is  the  conduct  of  experimental,  de¬ 
velopmental,  or  research  work. 

(4)  “Subcontract”  and  “subcontractor” 
mean  any  subcontract  or  subcontractor  of 
the  Contractor,  any  lower-tier  subcontract 
or  subcontractor  under  this  contract. 

(5)  “To  bring  to  the  point  of  practical  ap¬ 
plication"  means  to  manufacture  in  the  case 
of  a  composition  or  product,  to  practice  in 
the  case  of  a  process,  or  to  operate  in  the 
case  of  a  machine  or  system  and,  in  each  case, 
under  such  conditions  as  to  establish  that 
the  Invention  is  being  worked  and  that  its 
benefits  are  reasonably  accessible  to  the 
public. 

(b)  Rights  granted  to  the  Government. 
( 1 )  The  Contractor  agrees  to  and  does  hereby 
grant  to  the  Government  an  irrevocable, 
nonexclusive,  and  royalty-free  license  to 
practice  and  have  practiced  each  Subject 
Invention  (made  by  the  Contractor) 
throughout  the  world  for  Governmental  pur¬ 
poses.  In  addition,  the  Government  shall 
have  the  right  to  grant  licenses  to  any  for¬ 
eign  government  or  international  organiza¬ 
tion  specifically  for  use  in  programs  estab- 
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listed  by  International  Agreements  for  re¬ 
search,  development,  or  production  of  weap¬ 
ons  or  equipment  for  mutual  defense  and 
shall  include  the  practice  of  such  Subject 
Invention  in  the  manufacture,  use,  and  dis¬ 
position  of  any  article  or  material,  in  the 
use  of  any  method,  or  in  the  performance  of 
any  service  acquired  by  or  for  the  Govern¬ 
ment  or  with  funds  derived  through  the 
Military  Assistance  Program  Of  the  Govern¬ 
ment  or  otherwise  through  the  Government. 

(2)  The  Contractor  further  agrees  to  grant, 
upon  the  request  of  the  Government,  a  li¬ 
cense  under  any  Subject  Invention  (made  by 
the  Contractor)  to: 

(i)  Any  applicant  on  a  nonexclusive,  royal¬ 
ty-free  basis,  unless  the  Contractor,  his  li¬ 
censee,  or  his  assignee  demonstrates  to  the 
Government,  at  its  request,  that  effective 
steps  have  been  taken  within  three  years 
after  a  patent  issues  on  such  Invention  to 
bring  the  Invention  to  the  point  of  practical 
application  or  that  the  Invention  has  been 
made  available  for  licensing  royalty-free  or 
on  terms  that  are  reasonable  in  the  circum¬ 
stances,  or  can  show  cause  why  the  principal 
or  exclusive  rights  should  be  retained  for  a 
further  period  of  time; 

(ii)  Any  applicant  royalty-free  or  on  terms 
that  are  reasonable  in  the  circumstances  to 
the  extent  that  the  Invention  is  required  for 
public  use  by  governmental  regulations  or  as 
may  be  necessary  to  fulfill  health  needs,  or 
for  other  public  purposes  stipulated  in  the 
Schedule  of  this  contract. 

Nothing  contained  in  this  Patent  Rights 
clause  shall  be  deemed  to  grant  any  rights 
with  respect  to  any  invention  other  than  a 
Subject  Invention. 

(c)  Invention  disclosures  and  reports. 
With  respect  to  Subject  Inventions  (made 
by  the  Contractor),  the  Contractor  shall 
furnish  to  the  Contracting  Officer: 

(i)  A  written  disclosure  of  each  such  In¬ 
vention  within  four  (4)  months  after  con¬ 
ception  or  first  actual  reduction  to  practice, 
whichever  occurs  first  under  this  contract, 
sufficiently  complete  as  to  technical  detail  to 
convey  to  one  skilled  in  the  art  to  which 
the  Invention  pertains  a  clear  understand¬ 
ing  of  the  nature,  purpose,  operation  and, 
as  the  case  may  be,  physical,  chemical  or 
electrical  characteristics  of  the  Invention, 
together  with  a  written  statement  making 
an  election  as  to  whether  a  United  States 
patent  application  claiming  the  Invention 
will  be  filed  by  or  on  behalf  of  the  Con¬ 
tractor; 

(ii)  Interim  reports  at  least  every  twelve 
(12)  months,  the  Initial  period  of  which 
shall  commence  with  the  date  of  this  con¬ 
tract,  each  report  listing  all  such  Inventions 
conceived  or  first  actually  reduced  to  prac¬ 
tice  more  than  three  (3)  months  prior  to 
the  date  of  the  report  and  not  listed  on  a 
prior  interim  report,  or  certifying  that  there 
are  no  such  unreported  Inventions; 

(iii)  Prior  to  final  settlement  of  this  con¬ 
tract,  a  final  report  listing  all  such  Inven¬ 
tions  including  all  those  previously  listed 
in  interim  reports,  or  certifying  that  there 
are  no  such  unreported  Inventions;  and 

(iv)  Written  reports  at  reasonable  inter¬ 
vals,  prior  to  and  after  final  settlement,  when 
requested  by  the  Government,  as  to 

(A)  The  commercial  use  that  is  being 
made  or  is  intended  to  be  made  of  such 
Invention; 

(B)  The  steps  taken  by  the  Contractor  to 
bring  the  Invention  to  the  point  of  prac¬ 
tical  application,  or  to  make  the  Invention 
available  for  licensing. 

(d)  Domestic  filing.  In  connection  with 
each  Subject  Invention  referred  to  in  (c) 

(i)  above: 

(i)  If  the  Contractor  has  elected  to  file  a 
united  States  patent  application  claiming 
such  Invention,  the  Contractor  shall,  within 
a  (6)  months  after  the  election,  file  or 
cause  to  be  filed  such  application  in  due 


form  and  shall  so  notify  the  Contracting 
Officer  at  the  time  of  such  filing;  if  the 
Contractor  does  not  file  or  cause  to  be  filed 
such  application,  he  shall  notify  the  Con¬ 
tracting  Officer  within  the  six  (6)  month 
period; 

(ii)  If  the  Contractor  has  elected  not  to 
file  or  to  cause  to  be  filed  a  United  States 
patent  application  claiming  such  Invention, 
or  has  made  the  contrary  election  but  has 
not  filed  or  caused  to  be  filed  such  applica¬ 
tion  within  six  (6)  months  after  the  elec¬ 
tion,  the  Contractor  shall: 

(A)  Inform  the  Contracting  Officer  in  writ¬ 
ing,  as  soon  as  practicable,  of  the  date  and 
identity  of  any  public  use,  sale,  or  publica¬ 
tion  of  such  Invention  made  by  or  known 
to  the  Contractor  or  of  any  contemplated 
publication  by  the  Contractor; 

(B)  Upon  written  request,  convey  to  the 
Government  the  Contractor’s  entire  right, 
title  and  interest  in  such  Invention  by  de¬ 
livering  to  the  Contracting  Officer  such  duly 
executed  instruments  (prepared  by  the  Gov¬ 
ernment)  of  assignment  and  application,  and 
such  other  papers  as  are  deemed  necessary  to 
vest  in  the  Government  the  entire  right, 
title,  and  interest  aforesaid,  and  the  right 
to  apply  for  and  prosecute  patent  applica¬ 
tions  covering  such  Invention  throughout 
the  world,  subject  to  the  reservation  of  a 
nonexclusive  and  royalty-free  license  to  the 
Contractor  (and  to  his  existing  and  future 
associated  and  affiliated  companies,  if  any, 
within  the  corporate  structure  of  which  the 
Contractor  is  a  part)  which  license  shall  be 
assignable  to  the  successor  of  that  part  of 
the  Contractor’s  business  to  which  such 
Invention  pertains; 

(iii)  The  Contractor  shall  furnish 
promptly  to  the  Contracting  Officer  on  re¬ 
quest  an  irrevocable  power  of  attorney  to 
inspect  and  make  copies  of  each  United 
States  patent  application  filed  by  or  on  be¬ 
half  of  the  Contractor  covering  any  such 
Invention; 

(iv)  In  the  event  the  Contractor,  or  those 
other  than  the  Government  deriving  rights 
from  the  Contractor,  elects  not  to  continue 
prosecution  of  any  such  United  States  patent 
application  filed  by  or  on  behalf  of  the  Con¬ 
tractor,  the  Contractor  shall  so  notify  the 
Contracting  Officer  not  less  than  sixty  (60) 
days  before  the  expiration  of  the  response 
period  and,  upon  written  request,  deliver  to 
the  Contracting  Officer  such  duly  executed 
instruments  (prepared  by  the  Government) 
as  are  deemed  necessary  to  vest  in  the  Gov¬ 
ernment  the  entire  right,  title,  and  Interest 
in  such  Invention  and  the  application,  sub¬ 
ject  to  the  reservation -as  specified  in  para¬ 
graph  (d)  (ii)  (B)  of  this  clause;  and 

(v)  The  Contractor  shall  deliver  to  the 
Contracting  Officer  duly  executed  instru¬ 
ments  fully  confirmatory  of  all  rights  herein 
agreed  to  be  granted  or  reserved  to  the 
Government. 

(e)  Foreign  filing.  The  Contractor,  or 
those  other  than  the  Government  deriving 
rights  from  the  Contractor,  shall  as  between 
the  parties  hereto,  have  the  exclusive  right, 
subject  to  the  rights  of  the  Government  un¬ 
der  paragraph  (b)  of  this  clause,  to  file  ap¬ 
plications  on  Subject  Inventions  (made  by 
the  Contractor)  in  each  foreign  country 
within : 

(i)  Nine  (9)  months  from  the  date  a  cor¬ 
responding  United  States  application  is  filed, 
or  nine  (9)  months  from  the  date  the  Con¬ 
tractor  discloses  a  Subject  Invention  under 
paragraph  (c)  (i)  above  with  an  election  not 
to  file  a  United  States  application; 

(ii)  Six  (6)  months  from  the  date  per¬ 
mission  is  granted  to  file  foreign  applications 
where  such  filing  had  been  prohibited  for 
security  reasons;  or 

(iii)  Such  longer  period,  as  may  be  ap¬ 
proved  by  the  Contracting  Officer. 

The  Contractor  shall  notify  the  Contracting 
Officer  of  each  foreign  application  filed  and. 


upon  written  request  of  the  Contracting 
Officer,  convey  to  the  Government  the  entire 
right,  title,  and  interest  in  each  such  Sub¬ 
ject  Invention  in  each  foreign  country  in 
which  an  application  has  not  been  filed 
within  the  time  above  specified,  subject  to 
the  reservation  as  specified  in  paragraph 
(d)  (ii)  (B)  of  this  clause. 

(f)  Withholding  of  payment.  If  the  Con¬ 
tractor  fails  to  deliver  to  the  Contracting 
Officer  the  interim  reports  required  by  (c) 
(ii)  above,  or  fails  to  furnish  the  written 
disclosures  for  all  Subject  Inventions  re¬ 
quired  by  (c)  (i)  above  shown  to  be  due 
in  accordance  with  any  interim  report  de¬ 
livered  under  (c)  (ii)  or  otherwise  known  to 
the  Government  to  be  unreported,  there  shall 
be  withheld  from  payment,  until  the  Con¬ 
tractor  shall  have  corrected  such  failures, 
either  ten  percent  (10%)  of  the  amount 
of  this  contract,  as  from  time  to  time 
amended,  or  ten  thousand  dollars  ($10,000), 
whichever  is  less.  After  payment  of  eighty 
percent  (80%)  of  the  amount  of  this  con¬ 
tract,  as  from  time  to  time  amended,  pay¬ 
ment  shall  be  withheld  until  a  reserve  of 
either  ten  percent  (10%)  of  the  amount  of 
this  contract,  or  ten  thousand  dollars  ($10,- 
000)  whichever  is  less,  shall  have  been  set 
aside,  such  reserve  or  balance  thereof  to  be 
retained  until  the  Contractor  shall  have  fur¬ 
nished  to  the  Contracting  Officer: 

(i)  The  final  report  required  by  (c)  (iii)  of 
this  clause; 

(ii)  Written  disclosures  for  all  Inventions 
required  by  (c)  (i)  above  which  are  shown 
to  be  due  in  accordance  with  interim  reports 
delivered  under  (c)  (ii)  above,  or  in  accord¬ 
ance  with  such  final  reports,  or  are  otherwise 
known  to  the  Government  to  be  unreported; 
and 

(iii)  The.  information  as  to  any  subcon¬ 
tractor  required  by  (g)  below. 

No  amount  shall  be  withheld  under  this  par¬ 
agraph  when  the  amount  specified  by  this 
paragraph  is  being  withheld  under  other 
provisions  of  this  contract.  The  withholding 
of  any  amount  or  subsequent  payment  there¬ 
of  to  the  Contractor  shall  not  be  construed 
as  a  waiver  of  any  rights  accruing  to  the 
Government  under  this  contract.  This  par¬ 
agraph  shall  not  be  construed  as  requiring 
the  Contractor  to  withhold  any  amounts 
from  a  subcontractor  to  enforce  compli¬ 
ance  with  the  patent  provision  of  a  sub¬ 
contract.  In  cost-type  contracts,  "amount 
of  this  contract”  shall  mean  “estimated  cost 
of  this  contract.” 

(g)  Subcontracts.  (1)  The  Contractor 
shall,  unless  otherwise  authorized  or  di¬ 
rected  by  the  Contracting  Officer,  Include 
a  patent  rights  clause  containing  all  of  the 
provisions  of  this  Patent  Rights  clause  ex¬ 
cept  provision  (f)  in  any  subcontract  here¬ 
under  where  a  purpose  of  the  subcontract 
is  the  conduct  of  experimental,  develop¬ 
mental,  or  research  work.  In  the  event  of 
refusal  by  a  subcontractor  to  accept  this 
Patent  Rights  clause,  or  if  in  the  opinion  of 
the  Contractor  this  Patent  Rights  clause  is 
inconsistent  with  the  policy  set  forth  in 
ASPR  §  9.107-2  and  §  9.107-3,  the  Contractor: 

(i)  Shall  promptly  submit  a  written  re¬ 
port  to  the  Contracting  Officer  setting  forth 
the  subcontractor’s  reason  for  such  refusal 
or  the  reasons  the  Contractor  is  of  the  opin¬ 
ion  that  the  Inclusion  of  this  clause  would 
be  so  inconsistent,  and  other  pertinent  in¬ 
formation  which  may  expedite  disposition 
of  the  matter;  and 

(ii)  Shall  not  proceed  with  the  subcon¬ 
tract  without  the  written  authorization  of 
the  Contracting  Officer. 

The  Contractor  shall  not,  in  any  subcon¬ 
tract  or  by  using  such  a  subcontract  as  con¬ 
sideration  therefor,  acquire  any  rights  to 
Subject  Inventions  for  his  own  use  (as  dis¬ 
tinguished  from  such  rights  as  may  be  re¬ 
quired  solely  to  fulfill  his  contract  obliga¬ 
tions  to  the  Government  in  the  performance 
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of  tills  contract) .  Reports,  instruments,  and 
other  information  required  to  be  furnished 
by  a  subcontractor  to  the  Contracting  Officer 
under  the  provisions  of  such  a  patent  rights 
clause  in  a  subcontract  hereunder  may,  upon 
mutual  consent  of  the  Contractor  and  the 
subcontractor  (or  by  direction  of  the  Con¬ 
tracting  Officer)  be  furnished  to  the  Con¬ 
tractor  for  transmission  to  the  Contracting 
Officer. 

(2)  The  Contractor,  at  the  earliest  practi¬ 
cable  date,  shall  also  notify  the  Contract¬ 
ing  Officer  in  writing  of  any  subcontract 
containing  a  patent  rights  clause,  furnish 
him  a  copy  of  such  clause,  and  notify  him 
when  such  subcontract  is  completed.  It  is 
understood  that  the  Government  is  a  third 
party  beneficiary  of  any  subcontract  clause 
granting  rights  to  the  Government  in  Sub¬ 
ject  Inventions,  and  the  Contractor  hereby 
assigns  to  the  Government  all  the  rights  that 
he  would  have  to  enforce  the  subcontractor’s 
obligations  for  the  benefit  of  the  Govern- 
,ment  with  respect  to  Subject  Inventions.  If 
there  are  no  subcontracts  containing  patent 
rights  clauses,  a  negative  report  is  required. 
The  Contractor  shall  not  be  obligated  to 
enforce  the  agreements  of  any  subcontractor 
hereunder  relating  to  the  obligations  of  the 
subcontractor  to  the  Government  in  regard 
to  Subject  Inventions. 

(h)  Licenses  granted  "by  Contractor  to 
others  subject  to  Government’s  rights.  The 
Contractor  recognizes  that  the  Government, 
or  a  foreign  government  with  funds  derived 
through  the  Military  Assistance  Program  or 
otherwise  through  the  United  States  Gov¬ 
ernment,  may  contract  for  property  or  serv¬ 
ices  with  respect  to  which  the  vendor  may 
be  liable  to  the  Contractor  for  royalties  for 
the  use  of  a  Subject  Invention  on  account 
of  such  a  contract.  The  Contractor  further 
recognizes  that  it  is  the  policy  of  the  Govern¬ 
ment  not  to  pay  in  connection  with  its  con¬ 
tracts,  or  to  allow  to  be  paid  in  connection 
with  contracts  made  with  funds  derived 
through  the  Military  Assistance  Program  or 
otherwise  through  the  United  States  Gov¬ 
ernment,  charges  for  use  of  patents  in  which 
the  Government  holds  a  royalty-free  license. 
In  recognition  of  this  policy,  the  Contractor 
agrees  to  participate  in  and  make  appro¬ 
priate  arrangements  for  the  exclusion  of 
such  charges  from  such  contracts  or  for 
the  refund  of  amounts  received  by  the  Con¬ 
tractor  with  respect  to  any  such  charges  not 
so  excluded. 

(1)  Rights  to  disdose  subject  inventions. 
The  Government  may  duplicate  and  disclose 
reports  and  disclosures  of  Subject  Inven¬ 
tions  required  to  be  furnished  by  the  Con¬ 
tractor  or  a  subcontractor  pursuant  to  this 
Patent  Rights  clause. 

(c)  Patent  Rights  ( Deferred )  Clause. 
Where  the  contracting  officer  has  deter¬ 
mined  that  the  proposed  contract  comes 
within  §  91.107-4(d)  he  shall  include  in 
clause  set  forth  in  paragraph  (b)  of  this 
section,  except  that  the  name  of  the 
clause  shall  be  changed  to  “Patent  Rights 
(Deferred)”  and  paragraph  (h)  of  that 
clause  shall  be  replaced  by  the  following 
paragraph  (h).  The  clause,  when  so 
modified,  differs  from  the  clause  set  forth 
in  paragraph  (b)  of  this  section  only  in 
the  circumstances  under  which  the  Gov¬ 
ernment  may  permit  the  contractor  to 
acquire  greater  rights  than  the  license. 

(h)  Contractor’s  Request  for  Greater 
Rights.  The  Contractor  at  the  time  of  dis¬ 
closing  a  Subject  Invention  pursuant  to  par¬ 
agraph  (c)  of  this  clause,  but  not  later  than 
three  (3)  months  thereafter,  may  submit 
in  writing  to  the  Contracting  Officer,  in  ac¬ 
cordance  with  applicable  regulations,  a  re¬ 
quest  for  greater  rights  in  such  Invention 
than  the  license  reserved  to  the  Contractor 
in  paragraph  (b)  of  this  clause.  Each  such 


to,  information  concerning  the  Contractor’s 
intention  and  plan  to  bring  the  Invention  . 
to  the  point  of  commercial  application.  The 
Contracting  Officer  shall  review  the  Con¬ 
tractor’s  request  for  greater  rights  and  shall 
notify  the  Contractor  whether,  and  the  ex¬ 
tent  to  which,  such  request  is  granted.  Any 
rights  granted  to  the  Contractor  shall  be 
subject  to  the  provisions  of  (1)  of  this  clause. 
(May  1964) 

§  9.107—6  Clause  for  foreign  contracts. 

A  patent  rights  clause  shall  be  included 
in  every  contract  having  as  one  of  its 
purposes  experimental,  developmental, 
or  research  work  which  is  to  be  per¬ 
formed  outside  the  United  States,  its 
possessions,  or  Puerto  Rico.  Except  as 
provided  in  §  9.107-8  with  respect  to  con¬ 
tracts  on  behalf  of  the  National  Aero¬ 
nautics  and  Space  Administration,  the 
clauses  authorized  in  accordance  with 
§  9.107-5  may  be  used;  however,  any 
clause  may  be  replaced  by  any  other 
clause  tailored  to  meet  requirements  pe¬ 
culiar  to  foreign  procurement  provided 
the  replacement  clause  incorporates  the 
principles  of  the  clause  being  replaced. 

§  9.107—7  Contracts  relating  to  atomic 

energy. 

(a)  Except  as  provided  in  paragraph 
(b)  of  this  section,  the  following  para¬ 
graph  shall  be  inserted  as  a  part  of  the 
Patent  Rights  clause  set  forth  in 
§  9.107-5 (b)  in  all  research  or  develop¬ 
ment  contracts  relating  to  atomic 
energy. 

(J)  With  respect  to  any  Subject  Invention 
made  by  employees  of  the  Contractor  (except 
clerical  and  manual  labor  personnel  who  do 
not  have  access  to  technical  data),  and  re¬ 
lating  to  the  production  or  utilization  of 
special  nuclear  material  or  atomic  energy 
within  the  purview  of  the  Atomic  Energy 
Acts  of  1946  (42  U.S.C.  1801-1819)  and  of 
1954  (42  U.S.C.  2011-2296),  the  Contractor 
agrees: 

(i)  To  furnish  to  the  United  States  Atomic 
Energy  Commission  (hereinafter  in  this 
paragraph  (J)  referred  to  as  “the  Commis¬ 
sion”)  through  the  Contracting  Officer  com¬ 
plete  information  regarding  such  Subject 
Invention,  the  Commission  to  have  the  sole 
and  conclusive  power  to  determine  whether 
and  where  a  patent  application  shall  be 
filed,  and  to  determine  the  disposition  of  the 
title  to  and  rights  under  any  such  appli¬ 
cation  or  any  patent  that  may  issue  thereon; 

(ii)  To  obtain  the  execution  of  and  de¬ 
liver  to  the  Commission,  all  documents  re¬ 
lating  to  each  such  Subject  Invention  and 
to  do  all  things  necessary  or  proper  to  carry 
out  any  determination  of  the  Commission, 
made  under  (J)  (1)  above; 

(iii)  Unless  otherwise  authorized  in  writ¬ 

ing  by  the  Commission  to  obtain  patent 
agreements  from  all  such  employees  to 
effectuate  the  purposes  of  this  paragraph  (J) ; 
and  — 

(iv)  Unless  otherwise  authorized  in  writ¬ 
ing  by  the  Commission,  to  insert  this  para¬ 
graph  (J)  in  all  subcontracts. 

No  claim  for  pecuniary  award  or  compensa¬ 
tion  under  the  provisions  of  the  Atomic 
Energy  Acts  of  1946  and  1954  shall  be  as¬ 
serted  by  the  Contractor  or  his  employees 
with  respect  to  any  Subject  Invention 
covered  by  this  paragraph.  (May  1964) 

(b)  Where  the  work  to  be  performed 
or  the  material  or  equipment  to  be  fur¬ 
nished  by  the  contractor  is  of  such  char¬ 
acter  that  any  such  Subject  Inventions 
that  may  be  made  will  probably  (1)  re- 


to  some  phase  of  the  basic  research  or 
development  work  which  the  Atomic 
Energy  Commission  conducts  or  spon¬ 
sors,  (2)  relate  to  a  field  or  work  in  which 
the  contractor  has  an  established  in¬ 
dustrial  and  patent  position,  or  (3)  re¬ 
sult  from  routine  development  or 
production  work  by  the  contractor,  a 
provision  authorizing  the  contractor  to 
retain  license  rights  may  be  incorporated 
in  the  paragraph  set  forth  in  paragraph 
(a)  of  this  section.  Any  such  provision 
or  any  deviation  from  the  paragraph 
set  forth  in  paragraph  (a)  of  this  sec¬ 
tion,  which  the  Military  Department 
concerned  proposes  to  authorize,  shall 
be  forwarded  in  accordance  with  De¬ 
partmental  procedures  to  the  Atomic 
Energy  Commission  for  recommendation 
and  shall  not  be  authorized  except  with 
the  concurrence  of  the  Atomic  Energy 
Commission. 

§  9.107—8  Contracts  placed  for  NASA. 

(a)  Patent  Rights  Clause.  (1)  The 
National  Aeronautics  and  Space  Admin¬ 
istration  (NASA)  will  from  time  to  time 
request  the  Departments  to  place  con¬ 
tracts  on  behalf  of  NASA.  Such  re¬ 
quests  will  state  whether  or  not  a  NASA 
clause  providing  for  property  rights  in 
inventions  is  required,  and  the  request 
should  have  attached  thereto  the  appro¬ 
priate  clause  desired  by  NASA.  If  such 
clause  is  not  furnished  by  NASA,  it  must 
be  obtained  from  NASA  and  be  included 
in  the  contract.  The  following  rules 
amplify  the  use  of  patent  rights  clauses 
in  such  contracts. 

(i)  If  the  request  states  that  the  NASA 
clause  is  required  in  any  resulting  con¬ 
tract  and  the  work  to  be  performed  is 
not  severable  and  is  funded  wholly  or  in 
part  by  NASA,  then  the  NASA  clause  and 
no  other  patent  rights  clause  shall  be 
included  in  the  contract. 

(ii)  If  the  request  states  that  the 
NASA  clause  is  required  in  any  resulting 
contract  and  the  work  to  be  performed 
under  the  contract  is  severable  and  is 
only  in  part  for  NASA,  then  the  work 
which  is  on  behalf  of  NASA  shall  be 
identified  in  the  contract  and  the  NASA 
clause  shall  be  made  applicable  thereto. 
That  portion  of  the  work  for  a  Depart¬ 
ment  shall  likewise  be  identified  and  the 
clause  contained  in  §  9.107-5  or  author¬ 
ized  in  §  9.107-6,  as  appropriate,  shall  be 
made  applicable  to  such  portion  if  a 
patent  rights  clause  is  required  by  this 
subchapter. 

(iii)  If  the  request  states  that  the 
NASA  clause  is  not  required  in  any  re¬ 
sulting  contract  and  the  work  to  be  per¬ 
formed  under  the  contract  is  not  wholly 
on  behalf  of  NASA,  then  the  clause  con¬ 
tained  in  §  9.107-5  or  authorized  in 
§  9.107-6,  as  appropriate,  shall  be  used 
if  a  patent  rights  clause  is  required  by 
this  subchapter. 

(iv)  If  the  request  states  that  the 
NASA  clause  is  not  required  in  any  re¬ 
sulting  contract  and  such  contract  is 
wholly  on  behalf  of  NASA,  then  no 
patent  rights  clause  shall  be  included  in 
such  contract. 

(2)  The  price  of  any  contract  de¬ 
scribed  in  subparagraph  (1)  of  this  para¬ 
graph  shall  in  no  event  be  increased  by 
reason  of  the  inclusion  of  any  patent 


request  shall  include,  but  need  not  be  limited  late  only  incidentally  (and  not  directly)  rights  clause  in  the  contract. 
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(b)  Deviations.  No  deviations  shall 
be  made  under  §  1.109  of  this  chapter  in 
any  NASA  clause  providing  for  property 
rights  in  inventions  except  with  the  prior 
approval  of  NASA.  Requests  for  such 
deviations,  whether  individual  or  blanket, 
shall  be  processed  in  accordance  with 
§  1.109-3  of  this  chapter. 

§  9.107—9  Contracts  relating  to  space. 

In  order  that  inventions  arising  out  of 
Department  of  Defense  sponsored  space 
research  and  development  may  be  avail¬ 
able  for  use  for  the  benefit  of  the  general 
public  in  communications  satellite  sys¬ 
tems,  whether  such  systems  are  operated 
by  or  for  the  Government  or  by  private 
enterprise  for  the  transmission  of  com¬ 
mercial  or  Government  traffic,  the  para¬ 
graph  set  forth  below,  in  lieu  of  para¬ 
graph  (b)  (1)  of  the  Patent  Rights  clause 
prescribed  in  §9. 107-5  (b)  shall  be  in¬ 
serted,  except  as'provided  in  §  9.107-8,  in 
any  contract  having  as  one  of  its  pur¬ 
poses  the  performance  of  research  and 
development  work  under  a  space  pro¬ 
gram,  project,  or  task: 

(b)  Rights  granted  to  the  Government. 
(1)  The  Contractor  agrees  to  and  does  hereby 
grant  to  the  Government  an  irrevocable,  non¬ 
exclusive  and  royalty-free  license  to  practice 
and  have  practiced  each  Subject  Invention 
(made  by  the  Contractor)  throughout  the 
world  for  Governmental  purposes.  In  addi¬ 
tion,  the  Government  shall  have  (a)  the 
right  to  grant  licenses  to  any  foreign  gov¬ 
ernment  Or  international  organization  spe¬ 
cifically  for  use  in  programs  established  by 
International  Agreements  for  research,  de¬ 
velopment  or  production  of  weapons  or 
equipment  for  mutual  defense  and  (b)  the 
right  to  grant  licenses  to  others,  under  such 
terms  and  conditions  as  may  be  prescribed, 
for  the  practice  of  such  Subject  Invention 
throughout  the  world  in  the  design,  develop¬ 
ment,  manufacture,  operation,  maintenance 
and  testing  of  communications  satellite  sys¬ 
tems,  and  of  equipment,  components,  and 
ground  tracking,  transmitting  and  receiving 
facilities  therefor,  and  shall  include  the  prac¬ 
tice  of  such  Subject  Invention  in  the  manu¬ 
facture,  use,  and  disposition  of  any  article 
or  material,  in  the  use  of  any  method  or  in 
the  performance  of  any  service  acquired  by 
or  for  the  Government  or  with  funds  derived 
through  the  Military  Assistance  Program  of 
the  Government  or  otherwise  through  the 
Government.  (May  1964) 


PART  10— BONDS,  INSURANCE,  AND 
INDEMNIFICATION 

16.  The  heading  of  Part  10  is  changed 
to  read  as  indicated  above,  and  new 
§  10.605  is  added  as  follows: 

§  10.605  Limitation  of  coverage  on 
automobile  liability. 

Since  the  Federal  Tort  Claims  Act  pro¬ 
vides  protection  for  employees  of  the 
Government  while  driving  government- 
owned  vehicles  within  the  scope  of  their 
employment,  the  National  Defense  Proj¬ 
ects  Rating  Plan  shall  exclude  coverage 
for  such  employees.  The  following  en¬ 
dorsement  shall  be  attached  to  automo¬ 
bile  liability  coverage  provided  under  the 
Plan. 

It  is  agreed  that  such  insurance  as  is  afforded 
hy  the  policy  with  respect  to  the  ownership, 
maintenance  or  use  of  automobiles,  including 
oading  and  unloading  thereof,  does  not 
Pply  to  the  following  as  insureds:  The 
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United  States  of  America,  any  of  its  agencies, 
or  any  of  its  officers  or  employees. 

17.  A  new  Subpart  G  is  added  as 
follows: 

Subpart  G— Indemnification  of  Con¬ 
tractors  and  Subconfractors 

Sec. 

10.700  Scope. 

10.701  Indemnification  under  research  and 

development  contracts  against  un¬ 
usually  hazardous  risks. 

10.702  Indemnification  under  other  than 

research  and  development  con¬ 
tracts  against  unusually  hazardous 
risks  and  nuclear  risks  not  con¬ 
sidered  unusually  hazardous. 

10.703  Indemnification  under  contracts  in¬ 

volving  both  research  and  develop¬ 
ment  and  work  that  cannot  be  so 
classified. 

Authority  :  The  provisions  of  this  Subpart 
G  issued  under  sec.  2?02,  70A  Stat.  120;  10 
U.S.C.  2202.  Interpret  or  ^pply  secs.  2301- 
2314,  70A  Stat.  127-133;  10  U.S.C.  2301-2314. 

§  10.700  Scope. 

This  subpart  does  not  apply  to  or  re¬ 
strict  the  indemnification  of  contrac¬ 
tors  against  risks  not  covered  in  this  sub¬ 
part. 

§  10.701  Indemnification  under  re¬ 
search  and  development  contracts 
against  unusually  hazardous  risks. 

(a)  Use  of  clause.  Pursuant  to  the 
authority  of  10  U.S.C.  2354  and  when 
authorized  by  the  Secretary  concerned 
(or  his  designee  under  10  U.S.C.  2356) , 
a  contract  for  research  or  development, 
or  both,  may  provide  for  indemnification 
of  the  contractor  and  subcontractors 
against  (1)  claims  by  third  persons  (in¬ 
cluding  employees)  for  death,  bodily 
injury,  or  loss  of  or  damage  to  property; 
and  (2)  loss  of  or  damage  to  the  contrac¬ 
tor’s  property,  to  the  extent  that  such 
liability,  loss  or  damage  Ci)  results  from 
a  risk  that  the  contract  defines  as  “un¬ 
usually  hazardous”,  (ii)  arises  out  of  the 
direct  performance  of  the  contract  and 
(iii)  is  not  compensated  by  insurance  or 
otherwise.  Where  authorization  has 
been  obtained,  the  appropriate  clause 
set  forth  in  paragraph  (b)  of  this  section 
shall  be  used. 

(b)  Clause — (1)  Clause  for  cost-reim¬ 
bursement  type  contracts. 

Indemnification  Under  10  U.S.C.  2354  (May 
1964) 

(a)  Pursuant  to  the  authority  of  10  U.S.C. 
2354,  notwithstanding  any  other  provision 
of  this  contract,  but  subject  to  the  following 
paragraphs  of  this  clause,  the  Government 
shall  hold  harmless  and  indemnify  the  Con¬ 
tractor  against — 

(i)  Claims  (including  reasonable  expenses 
of  litigation  or  settlement)  by  third  per¬ 
sons  (including  employees  of  the  Contrac¬ 
tor)  for  death,  bodily  injury  (including 
sickness  or  disease),  or  loss  of,  damage  to, 
or  loss  of  use  of  property; 

(ii)  Loss  of  or  damage  to  property  of  the 
Contractor,  and  loss  of  use  of  such  property, 
but  excluding  loss  of  profit;  and 

(iii)  Loss  of,  damage  to,  or  loss  of  use  of 
property  of  the  Government; 

to  the  extent  that  such  a  claim,  loss  or  dam¬ 
age  (A)  arises  out  of  the  direct  performance 
of  this  contract;  (B)  is  not  compensated  by 
Insurance  or  otherwise;  and  (C)  results  from 
a  risk  defined  in  this  contract  to  be  unusually 
hazardous. 


(b)  The  Government  shall  not  be' liable 
for  any  such  claim,  loss  or  damage  that  re¬ 
sults  from  willful  misconduct  or  lack  of  good 
faith  on  the  part  of  any  of  the  Contractor’s 
directors  or  officers,  or  on  the  part  of  any  of 
his  managers,  superintendents,  or  other 
equivalent  representatives,  who  has  super¬ 
vision  or  direction  of  (1)  all  or  substantially 
all  of  the  Contractor’s  business,  or  (ii)  all 
or  substantially  all  of  the  Contractor’s  opera¬ 
tions  at  any  one  plant  or  separate  location 
in  which  this  contract  is  being  performed, 
or  (iii)  a  separate  and  complete  major  in¬ 
dustrial  operation  in  connection  with  the 
performance  of  this  contract.  The  Con¬ 
tractor  shall  not  be  indemnified  under  this 
clause  for  liability  assumed  under  any  con¬ 
tract  or  agreement  (except  for  subcontracts 
which  are  covered  by  paragraph  (d)  below) 
unless  such  assumption  of  liability  has  been 
specifically  approved  by  the  Contracting 
Officer. 

(c)  No  payment  shall  be  made  by  the 
Government  under  this  clause  unless  the 
amount  thereof  shall  first  have  been  certified 
to  be  Just  and  reasonable  by  the  Secretary 
or  his  representative  designated  for  such 
purpose.  Such  payments  shall  be  made  from 
funds  as  stated  in  10  U.S.C.  2354.  The  rights 
and  obligations  of  the  parties  under  this 
clause  shall  survive  the  termination,  expira¬ 
tion,  or  completion  of  this  contract. 

(d)  With  the  prior  written  approval  of  the 
Contracting  Office,  the  Contractor  may  in¬ 
clude  in  any  subcontract  under  this  contract 
the  same  provisions  as  those  in  this  clause, 
whereby  the  Contractor  shall  indemnify  the 
subcontractor  against  any  risk  defined  in  this 
contract  to  be  unusually  hazardous.  Such  a 
subcontract  shall  provide  the  same  rights 
and  duties,  and  the  same  provisions  for 
notice,  furnishing  of  papers,  and  the  like, 
between  the  Contractor  and  the  subcon¬ 
tractor  as  are  established  by  this  clause. 
The  Contracting  Officer  may  also  approve 
similar  indemnification  of  lower  tier  sub¬ 
contractors  upon  the  same  terms  and  condi¬ 
tions.  Subcontracts  providing  for  indemni¬ 
fication  within  the  purview  of  this  clause 
shall  entitle  the  Contractor  or  the  Govern¬ 
ment,  or  both,  to  direct,  participate  in,  and 
supervise  the  settlement  or  defense  of  rele¬ 
vant  actions  and  claims.  The  Government 
shall  indemnify  the  Contractor  with  respect 
to  his  obligations  to  subcontractors  under 
subcontract  provisions  thus  approved  by  the 
Contracting  Officer.  The  Government  may 
discharge  its  obligations  under  this  para¬ 
graph  by  making  payments  directly  to  sub¬ 
contractors  or  to  persons  to  whom  the  sub¬ 
contractors  may  be  liable. 

(e)  If  insurance  coverage  maintained  by 
the  Contractor  on  the  date  of  the  execution 
of  this  contract  is  reduced,  the  liability  of  the 
Government  under  this  clause  shall  not,  by 
reason  of  such  reduction,  be  Increased  to 
cover  risks  theretofore  insured,  unless  the 
Contracting  Officer  consents  thereto  in  con¬ 
sideration  of  an  equitable  adjustment  to  the 
Government,  if  appropriate,  of  the  price  in 
a  fixed-price  contract,  or  the  fee  in  a  cost- 
reimbursement  type  contract,  in  such 
amount  as  the  parties  may  agree. 

(f)  In  addition  to  the  Contractor’s  respon¬ 
sibilities  under  the  “Insurance — Liability  to 
Third  Persons’*  clause  of  this  contract,  which 
are  hereby  made  applicable  to  claims  under 
this  clause,  the  Contractor  shall  (i)  promptly 
notify  the  Contracting  Officer  of  any  occur¬ 
rence  he  learns  of  that  reasonably  may  be 
expected  to  involve  indemnification  under 
this  clause,  (ii)  furnish  evidence  or  proof 
of  any  claim,  loss  or  damage  covered  by  this 
clause  in  the  manner  and  form  required  by 
the  Government,  and  (iii)  to  the  extent  re¬ 
quired  by  the  Government,  permit  and  au¬ 
thorize  the  Government  to  direct,  participate 
in,  and  supervise  the  settlement  or  defense 
of  any  such  claim  or  action.  The  cost  of 
insurance  (including  self  insurance),  cover¬ 
ing  a  risk  defined  in  this  contract  as  unusu- 
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ally  hazardous,  shall  not  be  reimbursed  either 
as  a  direct  or  indirect  cost  except  to  the  ex¬ 
tent  that  such  insurance  has  been  required 
or  approved  under  the  "Insurance — Liability 
to  Third  Persons”  clause  hereof. 

(g)  The  “Limitation  of  Cost”  clause  of  this 
contract  does  not  apply  to  the  Government’s 
obligations  under  this  clause.  Such  ob¬ 
ligations  shall  be  excepted  from  the 
release  required  under  the  “Allowable 

Cost, _ 1  Pee,  and  Payment”  clause 

of  this  contract. 

1  Insert  “Fixed”  or  “Incentive”,  as  ap¬ 
propriate. 

(2)  Clause  for  fixed-price  type  con¬ 
tracts.  In  fixed-price  type  contracts,  the 
clause  in  subparagraph  (1)  of  this  para¬ 
graph  shall  be  used  except  that  the  fol-*- 
lowing  paragraphs  shall  be  substituted 
for  paragraphs  (f)  and  (g) : 

(f)  The  Contractor  shall  (i)  promptly 
notify  the  Contracting  Officer  of  any  occur¬ 
rence,  action  or  claim  he  learns  of  that  rea¬ 
sonably  may  be  expected  to  involve  indemni¬ 
fication  under  this  clause,  (11)  furnish 
evidence  or  proof  of  any  claim,  loss  or  damage 
in  the  manner  and  form  required  by  the  Gov¬ 
ernment,  and  (Ul)  immediately  furnish  to 
the  Government  copies  of  all  pertinent  papers 
received  by  the  Contractor.  The  Govern¬ 
ment  may  direct,  participate  in,  and  super¬ 
vise  the  settlement  or  defense  of  any  such 
claim  or  action.  The  Contractor  shall  comply 
with  the  Government’s  directions,  and 
execute  any  authorizations  required,  in  re¬ 
gard  to  such  settlement  or  defense. 

(g)  The  Contractor  shall,  procure  and 
maintain,  to  the  extent  available,  such  in¬ 
surance  against  unusually  hazardous  risks  as 
the  Contracting  Officer  may  from  time  to 
time  require  or  approve.  All  such  insurance 
shall  be  in  such  form,  in  the  amounts,  for  the 
periods  of  time,  at  such  rates,  and  with  such 
insurers,  as  the  Contracting  Officer  may  from 
time  to  time  require  or  approve.  The  obliga¬ 
tions  of  the  Government  under  this  clause 
shall  not  apply  to  claims,  loss  or  damage  to 
the  extent  that  Insurance  is  available  and  is 
either  required  or  approved  pursuant  to  this 
paragraph.  The  Contractor  shall  be  re¬ 
imbursed  the  cost  of  any  such  insurance  in 
excess  of  that  maintained  by  the  Contractor 
as  of  the  date  of  this  contract,  to  the  extent 
the  cost  thereof  is  properly  allocable  to  this 
contract  and  is  not  Included  in  the  contract 
price.  (May  1964) 

(c)  In  contracts  of  the  Department  of 
the  Navy,  insert  the  word  “Department” 
for  the  words  “Contracting  Officer” 
wherever  they  appear  in  paragraph 
(b)  and  alternate  paragraph  (g)  of  the 
foregoing  clause. 

(d)  Each  contract  containing  the 
clause  in  paragraph  (b)  of  this  section 
shall  clearly  define  the  specific  unusually 
hazardous  risks  to  which  the  clause  ap¬ 
plies.  This  definition  shall  be  submitted 
for  approval  with  the  request  for  au¬ 
thorization  to  grant  indemnification. 
The  definition  may  be  included  as  an 
additional  paragraph  of  the  clause  or 
inserted  elsewhere  in  the  contract. 
The  fact  that  one  or  more  risks  under 
a  contract  may  appropriately  be  defined 
as  unusually  hazardous  does  not  justify 
so  defining  other  risks  of  contract  per¬ 
formance  which  are  -not  in  themselves 
usually  hazardous;  neither  does  it  pre¬ 
clude  indemnification  of  such  other  risks 
under  other  appropriate  authority. 

(e)  In  contracts  containing  the  clause 
in  paragraph  (b)  of  this  section,  there 
shall  be  added  to  the  “Definitions”  clause 


of  the  contract  (see  §  7.302-1  or  §  7.402-1 
of  this  chapter)  the  following: 

(  )  For  purposes  of  the  clause  of  this 

contract  entitled  “Indemnification  Under  10 
UJ9.C.  2354”,  a  claim,  loss  or  damage  shall 
be  considered  to  have  arisen  out  of  the  direct 
performance  of  this  contract  if  the  cause  for 
such  claim,  loss  or  damage  occurred  during 
the  period  of  performance  of  this  contract  or 
as  a  result  of  the  performance  of  this  con¬ 
tract.  (May  1964) 

§  10.702  Indemnification  under  other 
than  research  and  development  con¬ 
tracts  against  unusually  hazardous 
risks  and  nuclear  risks  not  considered 
unusually  hazardous. 

(a)  Use  of  clause.  Pursuant  to  Public 
Law  85-804  (see  §  17.501  of  this  chapter) 
and  Executive  Order  10789  (see  §  17.502 
of  this  chapter)  and  subject  to  compli¬ 
ance  with  the  provisions  of  Subpart  C, 
Part  17  of  this  chapter,  the  clause  set 
forth  in  paragraph  (b)  of  this  section 
may  be  used  in  other  than  research  and 
development  contracts  to  provide  for  the 
indemnification  of  contractors  and  sub¬ 
contractors  against  unusually  hazardous 
risks.  When  modified  in  accordance 
with  instructions  set  forth  in  paragraph 
(d)  of  this  section,  this  clause  may  also 
be  used  in  such  contracts  to  provide 
corresponding  indemnification  against 
nuclear  risks  not  considered  unusually 
hazardous. 

(b)  Clause — (1)  Clause  for  cost- 
reivibursement  type  contracts. 

Indemnification  Under  Public  Law  85-804 
(May  1964) 

(a)  Pursuant  to  Public  Law  85-804  (50 
U.S.C.  1431)  and  Executive  Order  10789,  and 
notwithstanding  any  other  provision  of  this 
contract,  but  subject  to  the  following  para¬ 
graphs  of  this  clause,  the  Government  shall 
hold  harmless  and  Indemnify  the  Contractor 
against — 

(i)  Claims  (including  reasonable  expenses 
of  litigation  or  settlement)  by  third  persons 
(including  employees  of  the  Contractor)  for 
death,  bodily  Injury  (including  sickness  or 
disease),  or  loss  of,  damage  to,  or  loss  of  use 
of  property; 

(il)  Loss  of  or  damage  to  property  of  the 
Contractor,  and  loss  of  use  of  such  property 
but  excluding  loss  of  profit;  and 

(ill)  Loss  of,  damage  to,  or  loss  of  use  of 
property  of  the  Government; 

to  the  extent  that  such  a  claim,  loss  or  dam¬ 
age  (A)  arises  out  of  the  direct  performance 
of  this  contract,  (B)  is  not  compensated  by 
insurance  or  otherwise,  and  (C)  results  from 
a  risk  defined  in  this  contract  to  be  unusually 
hazardous. 

(b)  The  Government  shall  not  be  liable 
for  any  such  claim,  loss  or  damage  that  re¬ 
sults  from  willful  misconduct  or  lack  of  good 
faith  on  the  part  of  any  of  the  Contractor’s 
directors  or  officers,  or  on  the  part  of  any  of 
his  managers,  superintendents,  or  other 
equivalent  representatives,  who  has  super¬ 
vision  or  direction  of  (i)  all  or  substantially 
all  of  the  Contractor’s  business,  or  (ii)  all  or 
substantially  all  of  the  Contractor’s  opera¬ 
tions  at  any  one  plant  or  separate  location 
in  which  this  contract  is  being  performed, 
or  (iii)  a  separate  and  complete  major  in¬ 
dustrial  operation  in  connection  with  the 
performance  of  this  contract.  The  Con¬ 
tractor  shall  not  be  indemnified  under  this 
clause  for  liability  assumed  under  any  con¬ 
tract  or  agreement  (except  for  subcontracts 
which  are  covered  by  paragraph  (d)  below) 
unless  such  assumption  of  liability  has  been 
specifically  approved  by  the  Contracting 
Officer. 


(c)  No  payment  shall  be  made  by  the  Gov¬ 
ernment  under  this  clause  unless  the  amount 
thereof  shall  first  have  been  certified  to  be 
Just  and  reasonable  by  the  Secretary  or  his 
representative  designated  for  such  purpose. 
The  Government’s  obligation  hereunder  is 
expressly  conditioned  upon  and  subject  to 
the  availability  of  appropriated  funds  from 
which  payment  can  be  made.  The  rights  and 
obligations  of  the  parties  under  this  clause 
shall  survive  the  termination,  expiration,  or 
completion  of  this  contract. 

(d)  With  the  prior  written  approval  of 
the  Contracting  Officer,  the  Contractor  may 
Include  in  any  subcontract  under  this  con¬ 
tract,  the  same  provisions  as  those  in  this 
clause,  whereby  the  Contractor  shall  indem¬ 
nify  the  subcontractor  against  any  risk  de¬ 
fined  in  this  contract  to  be  unusually 
hazardous.  Such  a  subcontract  shall  pro¬ 
vide  the  same  rights  and  duties,  and  the 
same  provisions  for  notice,  furnishing  of 
papers,  and  the  like,  between  the  Contractor 
and  the  subcontractor  as  are  established  by 
this  clause.  The  Contracting  Officer  may 
also  approve  similar  indemnification  of  lower 
tier  subcontractors  upon  the  same  terms 
and  conditions.  Subcontracts  providing  for 
Indemnification  within  the  purview  of  this 
clause  shall  entitle  the  Contractor  or  the 
Government,  or  both,  to  direct,  participate 
in,  and  supervise  the  settlement  or  defense 
of  relevant  actions  and  claims.  The  Gov¬ 
ernment  shall  indemnify  the  Contractor  with 
respect  to  his  obligations  to  subcontractors 
under  subcontract  provisions  thus  approved 
by  the  Contracting  Officer.  The  Government 
may  discharge  its  obligations  under  this 
paragraph  by  making  payments  directly  to 
subcontractors  or  to  persons  to  whom  the 
subcontractor  may  be  liable. 

(e)  If  insurance  coverage  maintained  by 
the  Contractor  on  the  date  of  the  execution 
of  this  contract  is  reduced,  the  liability  of 
the  Government  under  this  clause  shall  not, 
by  reason  of  such  reduction,  be  increased 
to  cover  risks  theretofore  Insured,  unless  the 
Contracting  Officer  consents  thereto  in  con¬ 
sideration  of  an  equitable  adjustment  to 
the  Government,  if  appropriate,  of  the  price 
in  a  fixed-price  contract,  or  the  fee  in  a 
cost-reimbursement  type  contract,  in  such 
amount  as  the  parties  may  agree. 

(f)  In  addition  to  the  Contractor’s  re¬ 
sponsibilities  under  the  “Insurance — Lia¬ 
bility  to  Third  Persons”  clause  of  this  con¬ 
tract,  which  are  hereby  made  applicable  to 
claims  under  this  clause,  the  Contractor 
shall  (i)  promptly  notify  the  Contracting 
Officer  of  any  occurrence  he  learns  of  that 
reasonably  may  be  expected  to  involve  in¬ 
demnification  under  this  clause,  (ii)  furnish 
evidence  or  proof  of  any  claim,  loss  or  dam¬ 
age  in  the  manner  and  form  required  by  the 
Government,  and  (iii)  to  the  extent  re¬ 
quired  by  the  Government,  permit  and  au¬ 
thorize  the  Government  to  direct,  participate 
in,  or  supervise  the  settlement  or  defense  of 
any  such  claim  or  action.  The  cost  of  in¬ 
surance  (Including  self  insurance) ,  cover¬ 
ing  a  risk  defined  in  this  contract  to  be 
unusually  hazardous,  shall  not  be  reim¬ 
bursed  either  as  a  direct  or  indirect  cost  ex¬ 
cept  to  the  extent  that  such  insurance  has 
been  required  or  approved  under  the  “In¬ 
surance — Liability  to  Third  Persons”  clause 
hereof. 

(g)  The  “Limitation  of  Cost”  clause  of 
this  contract  does  not  apply  to  the  Govern¬ 
ment’s  obligations  under  this  clause.  Such 
obligations  shall  be  excepted  from  the  re¬ 
lease  required  under  the  “Allowable  Cost, 

_ 1  Fee,  and  Payment”  clause  of 

this  contract. 

1  Insert  “Fixed”  or  “Incentive”,  as  appro¬ 
priate. 

(2)  Clause  for  fixed-price  type  con¬ 
tracts.  In  fixed-price  type  contracts, 
the  clause  in  subparagraph  (1)  of  this 
paragraph  shall  be  used  except  that  the 
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following  paragraphs  shall  be  substituted 
for  paragraphs  (f)  and  (g) : 

(f)  The  Contractor  shall  (1)  promptly 
notify  the  Contracting  Officer  of  any  occur¬ 
rence,  action  or  claim  he  learns  of  that  rea¬ 
sonably  may  be  expected  to  involve  indemni¬ 
fication  under  this  clause,  (ii)  furnish  evi¬ 
dence  or  proof  of  any  claim,  loss  or  damage  in 
the  manner  and  form  required  by  the  Gov¬ 
ernment,  and  (iii)  immediately  furnish  to 
the  Government  copies  of  all  pertinent  papers 
received  by  the  Contractor.  The  Govern¬ 
ment  may  direct,  participate  in,  and  super¬ 
vise  the  settlement  or  defense  of  any  such 
claim  or  action.  The  Contractor  shall  com¬ 
ply  with  the  Government’s  directions,  and 
execute  any  authorizations  required  in  re¬ 
gard  to  such  settlement  or  defense. 

(g)  The  Contractor  shall  procure  and 
maintain,  to  the  extent  available,  such  in¬ 
surance  against  unusuaUy  hazardous  risks 
as  the  Contracting  Officer  may  from  time  to 
time  require  or  approve.  All  such  insurance 
shall  be  in  such  form,  in  the  amounts,  for 
the  periods  of  time,  at  such  rates,  and  with 
such  insurers,  as  the  Contracting  Officer  may 
from  time  to  time  require  or  approve.  The 
obligations  of  the  Government  under  this 
clause  shall  not  apply  to  claims,  loss  or  dam¬ 
age  to  the  extent  that  insurance  is  available 
and  is  either  required  or  approved  pursuant 
to  this  paragraph.  The  Contractor  shall  be 
reimbursed  the  cost  of  any  such  insurance 
in  excess  of  that  maintained  by  the  Con¬ 
tractor  as  of  the  date  of  this  contract,  to  the 
extent  the  cost  thereof  is  properly  allocable 
to  this  contract  and  is  not  included  in  the 
contract  price.  (May  1964) 

(c)  In  contracts  of  the  Department  of 
the  Navy,  substitute  the  word  “Depart¬ 
ment”  for  the  words  “Contracting 
Officer”  wherever  -they  appear  in  para¬ 
graph  (b)  and  alternate  paragraph  (g) 
of  the  foregoing  clause. 

(d)  Where  indemnification  against 
nuclear  risks  not  considered  unusually 
hazardous  is  to  be  provided,  the  clause 
paragraphs  shall  be  modified  as  follows: 

*  (1)  Clause  for  cost-reimbursement 
type  contracts  covered  by  paragraph  (b) 
(1)  of  this  section.  In  paragraph  (a) 
(iii)  (C) ,  in  paragraph  (d) ,  and  in  para¬ 
graph  (f),  delete  the  words  “unusually 
hazardous”  and  substitute  the  words  “a 
nuclear  risk”. 

(2)  Substitute  clause  paragraph  for 
fixed-price  type  contracts  covered  by 
paragraph  (b)  (2)  of  this  section.  In 
paragraph  (g) ,  delete  the  words  “unusu¬ 
ally  hazardous  risks”  and  substitute  the 
words  “nuclear  risks”. 

(e)  Each  contract  containing  the 
clause  in  paragraph  (b)  of  this  section 
shall  clearly  define  the  specific  risks  to 
which  the  clause  applies.  This  defini¬ 
tion  shall  be  submitted  for  approval  with 
the  request  for  authorization  to  grant 
indemnification.  The  definition  may  be 
included  as  an  additional  paragraph  of 
the  clause  or  inserted  elsewhere  in  the 
contract.  The  fact  that  one  or  more 
risks  under  a  contract  may  appropriately 
be  defined  either  as  unusually  hazardous 
or  as  nuclear  risks  does  not  justify  so  de¬ 
fining  other  risks;  neither  does  it  pre¬ 
clude  indemnification  of  such  other  risks 
under  appropriate  authority. 

(f)  In  contracts  containing  the  clause 
in  paragraph  (b)  of  this  section,  there 
shall  be  added  to  the  “Definitions”  clause 
of  the  contract  (see  §  7.103-1  or  §  7.203-1 
of  this  chapter)  the  following: 


(  )  For  purposes  of  the  clause  of  this  con¬ 

tract  entitled  “Indemnification  Under  Public 
Law  85-804”,  a  claim,  loss  or  damage  shall 
be  considered  to  have  arisen  out  of  the  direct 
performance  of  this  contract  if  the  cause  of 
such  claim,  loss  or  damage  occurred  during 
the  period  of  performance  of  this  contract 
or  as  a  result  of  the  performance  of  this 
contract.  (May  1964) 

§  10.703  Indemnification  under  con¬ 
tracts  involving  both  research  and  de¬ 
velopment  and  work  that  cannot  be 
so  classified. 

Certain  contracts  require  a  substantial 
amount  of  research  and  development 
work  as  well  as  a  substantial  amount  of 
work  that  cannot  be  so  classified.  When 
indemnification  is  to  be  provided  for 
such  contracts,  an  appropriate  clause, 
utilizing  the  authority  of  both  10  U.S.C. 
2354  and  Public  Law  85-804  may  be  used. 
In  such  cases,  the  use  of  Public  Law 
85-804  to  provide  indemnification  is 
limited  to  work  which  cannot  be  in-  , 
demnifled  pursuant  to  10  U.S.C.  2354 
and  is  subject  to  compliance  with  the 
provisions  of  Subpart  C,  Part  17  of  this 
chapter. 

PART  11— TAXES 

18.  Paragraphs  (b)  and  (c)  of 
§  11.102-5  are  revised  to  read  as  follows: 

§  11.102-5  Lubricating  oils. 

*  *  *  *  • 

(b)  Where  the  manufacturer  of  lubri¬ 
cating  oil  sells  such  oil  direct  to  a  pur¬ 
chaser  for  use  by  him  in  cutting  and 
machining  operations  on  metals,  the 
manufacturer,  in  order  to  establish  the 
right  to  sell  such  oil  subject  to  tax  at  the 
rate  of  3  cents  a  gallon,  must  obtain  from 
the  purchaser  a  properly  executed  cut¬ 
ting  oil  certificate.  The  form  set  forth 
in  §  11.501-4  shall  be  utilized.  The  re¬ 
quirement  of  a  cutting  oil  certificate  is 
waived  in  respect  to  sales  of  cutting  oils 
which  are  (1)  packaged  in  sealed  con¬ 
tainers  of  five  gallons  or  less,  labeled 
and  sold  for  use  only  in  cutting  and 
machining  operations  on  metals,  or  (2) 
determined  by  the  Commissioner  of 
Internal  Revenue  to  be  suitable  for  use  as 
a  lubricant  only  in  cutting  and  machin¬ 
ing  operations  on  metal. 

(c)  An  exemption  is  available  for 
lubricating  oils  sold  by  a  manufacturer 
directly  to  a  purchaser  who  uses  the  oil 
for  nonlubricating  purposes.  In  apply¬ 
ing  this  exemption,  oils  can  be  grouped 
into  two  classes: 

(1)  Those  exempted  if  the  manufac¬ 
turer  obtains  an  exemption  certificate 
from  the  purchaser  in  the  form  set  forth 
in  §  11.501-3;  and 

(2)  Those  exempted  without  an  ex¬ 
emption  certificate  (this  second  class 
includes  crude  neat’s-foot  oil,  electrical 
transformer  insulating  oil,  white  oil, 
lubricating  oils  which  are  packaged  in 
sealed  containers  of  five  gallons  or  less, 
labeled  and  sold  for  nonlubricating  pur¬ 
poses,  and  lubricating  oil  suitable  for 
use  as  a  lubricant  which  the  Commis¬ 
sioner  of  Internal  Revenue  determines 
is  used  almost  exclusively  for  nonlubri¬ 
cating  purposes) . 

With  the  exception  of  oils  which  are 
packaged  in  sealed  containers  of  five 


gallons  or  less,  labeled  and  sold  for  non¬ 
lubricating  purposes,  or  which  the  Com¬ 
missioner  determines  are  used  almost 
exclusively  for  nonlubricating  purposes, 
oils  of  these  classes  may  not  be  sold  tax- 
free  to  dealers  for  resale  even  though  it 
is  known  that  the  oil  will  be  used  for 
nonlubricating  purposes.  If,  however, 
oil  upon  which  a  tax  has  been  paid  is 
used  for  nonlubricating  purposes,  the 
manufacturer  is  entitled  to  refund  or 
credit,  irrespective  of  whether  the  oil 
was  sold  directly  to  the  consumer  by  the 
manufacturer  or  was  sold  through  a 
dealer.  A  refund  or  credit  is  also  al¬ 
lowed  when  lubricating  oil,  upon  which 
the  6  cent  per  gallon  tay  has  been  paid, 
is  used  as  a  cutting  oil  taxable  at  3  cents 
per  gallon.  When  it  is  economically  ad¬ 
vantageous  to  do  so.  the  exemption,  re¬ 
fund,  or  credit  for  oil  sold  for  use  or  used 
for  nonlubricating  purposes,  and  the  re¬ 
fund  or  credit  for  lubricating  oil  used  as 
►  cutting  oil,  shall  be  utilized  by  a  tax  ex¬ 
clusive  purchase  or  by  adjustment  of 
the  contract  price. 

PART  12— LABOR 

19.  Sections  12.102-3,  12.102-4,  and 
12.102-5  are  revised  to  read  as  follows: 

§  12.102—3  Procedures. 

(a)  To  prevent  uneconomic  use  of 
overtime,  at  Government  expense,  the 
following  clause  shall  be  included  in  all 
cost-reimbursement  type  contracts  in 
excess  of  $100,000,  except  cost-plus-in¬ 
centive-fee  contracts  having  a  cost  incen¬ 
tive  which  provides  for  a  swing  from 
target  fee  of  at  least  ±3  and  a  contrac¬ 
tor’s  share  of  cost  of  at  least  10  percent. 

Payment  fob  Ovebtime  Premiums 
(Apr.  1964) 

(a)  Allowable  cost  shall  not  Include  any 
amount  on  account  of  overtime  premiums, 
except  to  the  extent  that  they  either  (i)  are 
approved  in  writing  on  behalf  of  the  Govern¬ 
ment  or  (11)  are  paid  for  work — 

(A)  Necessary  to  cope  with  emergencies 
such  as  those  resulting  from  accidents, 
natural  disasters,  breakdowns  of  production 
equipment,  Or  occasional  production  bottle¬ 
necks  of  a  sporadic  nature; 

(B)  By  indirect  labor  employees  such  as 
those  performing  duties  in  connection  with 
administration,  protection,  transportation, 
maintenance,  standby  plant  protection, 
operation  of  utilities,  or  accounting; 

(C)  In  the  performance  of  tests,  indus¬ 
trial  processes,  laboratory  procedures,  load¬ 
ing  or  unloading  of  transportation  media, 
and  operations  in  flight  or  afloat,  which  are 
continuous  in  nature  and  cannot  reasonably 
be  interrupted  or  otherwise  completed;  or 

(D)  Which  will  result  in  lower  overall 
cost  to  the  Government. 

(b)  The  cost  of  overtime  premiums  other¬ 
wise  allowable  under  (a)  above  shall  be 
allowed  only  to  the  extent  the  amount  there¬ 
of  is  reasonable  and  properly  allocable  to 
the  work  under  this  contract. 

(b)  Where  overtime  premiums  are 
being  paid  in  connection  with  the  per¬ 
formance  of  Government  contracts  (and 
approval  is  required) ,  the  continued  need 
therefor  shall  be  subject  to  periodic 
review. 

(c)  Where  two  or  more  Military  con¬ 
tracting  activities  have  concurrent  con¬ 
tracts  at  a  single  facility  and  the 
approval  of  payments  of  overtime  pre- 
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miums  by  one  such  activity  is  likely  to 
affect  the  performance  of,  or  payments 
in  connection  with,  contracts  of  another 
such  activity,  the  activities  concerned 
will  agree  as  to  which  will  represent 
them  in  (1)  determining  whether  such 
payments  shall  be  approved  pursuant 
to  S  12.102-4  and  (2)  scheduling  of  pe¬ 
riodic  reviews.  Decisions  of  such  rep¬ 
resentative  shall  be  binding  upon  all 
contracting  activities  concerned.  Ordi¬ 
narily,  in  the  absence  of  evidence  to  the 
contrary,  a  contracting  activity  may  rely 
on  the  contractor’s  statement  that  such 
approval  will  not  affect  the  performance 
of,  or  payments  in  connection  with,  any 
contract  of  another  activity.  If  the  con¬ 
tracting  activities  do  not  agree  within  a 
reasonable  time  on  which  one  will  rep¬ 
resent  them,  the  Secretary  concerned 
(or  in  the  case  where  two  or  more  Mili¬ 
tary  Departments  are  involved,  Assist¬ 
ant  Secretary  of  Defense  (Installations 
and  Logistics))  shall  be  requested  to 
appoint  the  representative. 

§  12.102-4  Approvals. 

(a)  Overtime  premiums  at  Govern¬ 
ment  expense  may  be  approved  by  an 
official  designated  as  provided  in  para¬ 
graph  (b)  of  this  section  when  he  deter¬ 
mines  in  writing  that  such  approval: 

(1)  Is  necessary  to  meet  delivery  or 
performance  schedules,  and  such  sched¬ 
ules  are  determined  to  be  consistent  with 
essential  military  objectives; 

(2)  Is  necessary  to  make  up  for  delays 
beyond  the  control  and  without  the  fault 
or  negligence  of  the  contractor;  or 

(3)  Is  necessary  to  eliminate  foresee¬ 
able  production  bottlenecks  of  an  ex¬ 
tended  nature  which  cannot  be  elimi¬ 
nated  in  any  other  way. 

(b)  The  Director  of  Procurement, 
Office  of  the  Assistant  Secretary  of  the 
Army  (Installations  and  Logistics),  for 
the  Army;  the  Chief  of  Naval  Material 
for  the  Navy;  the  Director  of  Procure¬ 
ment  Management,  Headquarters,  USAP, 
for  the  Air  Force;  and  the  Executive  Di¬ 
rector  for  Procurement  and  Production, 
for  the  Defense -Supply  Agency,  are  au¬ 
thorized,  without  power  of  delegation,  to 
designate  officers  and  civilian  officials  for 
the  purpose  of  approving  overtime  pre¬ 
miums  at  Government  expense. 

(c)  Such  approvals  shall  ordinarily 
be  prospective,  but  may  be  retroactive 
where  justified  by  the  circumstances. 

(d)  Such  approvals  may  be  for  an  in¬ 
dividual  contract,  project,  or  program, 
or  for  a  plant,  division,  or  company,  as 
most  practicable. 

§  12.102—5  Exceptions. 

The  approval  requirements  under 
§  12.102-4  do  not  apply  to  overtime 
premiums  which  are  paid  for  work: 

(a)  Necessary  to  cope  with  emergen¬ 
cies  such  as  those  resulting  from  acci¬ 
dents,  natural  disasters,  or  breakdowns 
of  production  equipment,  or  occasional 
production  bottlenecks  of  a  sporadic 
nature; 

(b)  By  indirect  labor  employees  such 
as  those  performing  duties  in  connection 
with  administration,  protection,  trans¬ 
portation,  maintenance,  standby  plant 
protection,  operation  of  utilities,  or  ac¬ 
counting; 


(c)  In  the  performance  of  tests,  indus¬ 
trial  processes,  laboratory  procedures, 
loading  or  unloading  of  transportation 
media,  and  operations  in  flight  or  afloat, 
which  are  continuous  in  nature  and  can¬ 
not  reasonably  be  interrupted  or  other¬ 
wise  completed;  or 

(d)  Which  will  result  in  lower  overall 
cost  to  the  Government. 

However,  the  cost  of  such  overtime  pre¬ 
miums  may  be  allowed,  or  considered  in 
pricing,  only  to  the  extent  that  the 
amount  thereof  is  reasonable  and  prop¬ 
erly  allocable  to  the  work  involved. 

20.  A  new  Subpart  J  is  added,  as 
follows: 

Subpart  J — Nondiscrimination 
Because  of  Age 

§  12.1001  Policy  regarding  nondiscrim¬ 
ination  because  of  age. 

It  is  the  policy  of  the  Executive  Branch 
of  the  Government  (a)  that  contractors 
and  subcontractors  engaged  in  the  per¬ 
formance  of  Federal  contracts  shall  not, 
in  connection  with  the  employment,  ad¬ 
vancement,  or  discharge  of  employees  or 
in  connection  with  the  terms,  conditions, 
or  privileges  of  their  employment,  dis¬ 
criminate  against  persons  because  of 
their  age  except  upon  the  basis  of  a  bona 
fide  occupational  qualification,  retire¬ 
ment  plan,  or  statutory  requirement;  and 
(b)  that  contractors  and  subcontractors, 
or  persons  acting  on  their  behalf,  shall 
not  specify,  in  solicitations  or  advertise¬ 
ments  for  employees  to  work  on  Govern¬ 
ment  contracts,  a  maximum  age  limit 
for  such  employment  unless  the  specified 
maximum  age  limit  is  based  upon  a  bona 
fide  occupational  qualification,  retire¬ 
ment  plan,  or  statutory  requirement. 
This  policy  is  stated  in  Executive  Order 
No.  11141  dated  February  12,  1964  (29 
FJt.  2477).  Any  complaint  regarding  a 
concern’s  compliance  with  the  foregoing 
policy  should  be  brought  to  the  attention 
of  the  concern  by  a  communication  (in 
writing,  if  appropriate)  which  states  the 
policy,  indicates  that  the  concern’s  com¬ 
pliance  with  the  policy  has  been  ques¬ 
tioned,  and  requests  that  the  concern 
take  any  appropriate  steps  which  may  be 
necessary  to  comply  with  the  policy. 

(Sec.  2202,  70A  Stat.  120;  10  UJ3.C.  2202. 
Interpret  or  apply  secs.  2301-2314,  70A  Stat. 
127-133;  10  U.S.C.  2301-2314) 


PART  15— CONTRACT  COST  PRIN¬ 
CIPLES  AND  PROCEDURES 

21.  Sections  15.205-22(a),  15.205-25, 
and  15.205-47 (a)  are  revised  to  read  as 
follows: 

§  15.205—22  Material  costs. 

(a)  Material  costs  include  the  cost  of 
such  items  as  raw  materials,  parts,  sub- 
assemblies,  components,  and  manufac¬ 
turing  supplies,  whether  purchased  out¬ 
side  or  manufactured  by  the  contractor, 
and  may  include  such  collateral  items  as 
inbound  transportation  and  intransit  in¬ 
surance.  In  computing  material  costs 
consideration  will  be  given  to  reasonable 
overruns,  spoilage,  or  defective  work  (un¬ 
less  otherwise  provided  in  any  provision 
of  the  contract  relating  to  inspection 


and  correction  of  defective  work). 
These  costs  are  allowable  subject,  how¬ 
ever  to  the  provisions  of  paragraph  (b) 
through  (e)  of  this  section. 

•  *  *  *  * 

§  15.205—25  Overtime  premiums. 

Premiums  for  overtime  work  are  al¬ 
lowable  to  the  extent  approved  pursuant 
to  §  12.102-4  of  this  chapter,  or  permitted 
pursuant  to  §  12.102-5  of  this  chapter. 

§  15.205-47  Economic  Planning  costs. 

(a)  This  category  includes  costs  of 
generalized  long-range  management 
planning  which  is  concerned  with  the 
future  over-all  development  of  the  con¬ 
tractor’s  business  and  which  may  take 
into  account  the  eventual  possibility  of 
economic  dislocations  or  fundamental 
alterations  in  those  markets  in  which  the 
contractor  currently  does  business. 
***** 


PART  16— PROCUREMENT  FORMS 

22.  Section  16.809  is  revised  to  read  as 
follows: 

§  16.809  Report  of  Inventions  and  Sub¬ 
contracts  (DD  Form  882). 

DD  Form  882  is  approved  for  optional 
use  by  contractors  in  reporting  informa¬ 
tion  required  by  paragraph  (c)  of  the 
Patent  Rights  clauses  set  forth  in 
§  9.107-5  (a)  and  (b)  of  this  chapter. 

[ASPR  Rev.  No.  5,‘May  11,  1964]  (Sec.  2202, 
70A  Stat.  120;  10  U.S.C.  2202.  Interpret  or 
apply  secs.  2301-2314,  70A  Stat.  127-133;  10 
U.S.C.  2301-2314] 

J.  C.  Lambert, 

Major  General,  U.S.A.  Army, 

The  Adjutant  General. 

[PR.  Doc.  64-7188;  Piled,  July  20,  1964; 
8:46  a.m.] 


Chapter  VII — Department  of  the  Air 
Force 

SUBCHAPTER  W— AIR  FORCE  PROCUREMENT 
INSTRUCTION 

MISCELLANEOUS  AMENDMENTS  TO 
SUBCHAPTER 

Subchapter  W  of  Title  32  is  amended 
as  follows: 

PART  1001—  GENERAL  PROVISIONS 

Subpart  D — Procurement  Responsi¬ 
bility  and  Authority 

1.  Revise  §§  1001.400,  1001.401,  1001.- 
402,  1001.451,  and  1001.452  to  read  as 
follows: 

§  1001.400  Scope  of  subpart. 

This  subpart  deals  with  (a)  Procure¬ 
ment  responsibility  and  authority  of  the 
Commanders,  AFSC  and  AFLC;  (b)  des¬ 
ignation  and  authority  of  contracting  of¬ 
ficers  and  their  representatives,  and  (c) 
delegations  of  procurement  authority. 

§  1001.401  Responsibility  of  each  pro¬ 
curing  activity. 

(a)  The  Commander,  Air  Force  Logis¬ 
tics  Command,  as  head  of  a  procuring 
activity,  is  responsible  for  (1)  Central 
procurement  of  supplies  and  services  as- 
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signed  to  the  procurement  cognizance  of 
APLC,  and  (2)  procurement  of  supplies 
and  services  assigned  to  major  air  com¬ 
mands.  This  responsibility  includes  the 
authority  to  issue  delegations  of  author¬ 
ity,  to  impose  limitations  upon  the  au¬ 
thority  delegated  to  require  such  approv¬ 
als  as  may  be  prescribed  in  this 
subchapter,  and  maintain  required  sur¬ 
veillance  over  delegated  procurement 
performance.  This  responsibility  and 
authority  extends  over  all  activities  of 
the  Air  Force  (except  AFSC  and  OAR  as 
indicated  in  paragraph  (b)  of  this  sec¬ 
tion),  including  oversea  commands,  air 
attaches,  and  AF  foreign  missions. 

(b)  The  Commander,  Air  Force  Sys¬ 
tems  Command,  as  head  of  a  procuring 
activity,  is  responsible  for  procurement  of 
all  (1)  Systems,  (2)  research,  develop¬ 
ment,  test,  and  evaluation  by  AFSC  and 
OAR,  and  (3)  all  supplies  and  services 
by  AFSC  and  OAR,  except  for  base  pro¬ 
curement.  This  responsibility  includes 
the  authority  to  issue  delegations  of  au¬ 
thority,  to  impose  limitations  upon  the 
authority  delegated  to  require  such  ap¬ 
provals  as  may  be  prescribed,  and  main¬ 
tain  required  surveillance  over  delegated 
procurement  performance. 

(c)  Except  as  specifically  limited  or 
prohibited  herein,  by  the  ASPR  or  by 
law,  the  authorities  vested  in  the  Com¬ 
manders  AFLC  and  AF3C  may  be  dele¬ 
gated  and  redelegated. 

§  1001.402  General  authority  of  con¬ 
tracting  officers. 

(a)  The  authority  to  enter  into  con¬ 
tracts  applies  only  to  contracting  officers 
appointed  pursuant  to  §  1001.454.  The 
acts  of  a  contracting  officer  must  be 
within  the  scope  of  the  written  orders 
designating  him  a  contracting  officer. 
Unless  otherwise  specifically  provided, 
tiie  words  “the  contracting  officer”  also 
means  his  duly  designated  successor. 
(Also  see  §  1.201-3  of  this  title.) 

(b)  Purchases,  contractual  commit¬ 
ments,  and  changes  to  contracts  will  be 
made  only  by  duly  designated  contract¬ 
ing  officers.  Technical  personnel  and 
others  whose  duties  require  contact,  and 
discussions  with  contractors,  will  refrain 
from  authorizing  or  directing  changes 
in  the  work  which  may  change  the  con¬ 
tractual  terms  or  result  in  claims  against 
the  Government.  However,  purchases, 
contractual  commitments,  or  changes 
made  by  persons  not  designated  as  con¬ 
tracting  officers  or  purchases  other  than 
the  exceptions  listed  below  may,  under 
certain  circumstances,  be  ratified  accord¬ 
ing  to  §  1001.453 (j) .  The  following  pur¬ 
chases  are  currently  authorized  to  be 
made  by  other  than  contracting  officers 
and  need  not  be  ratified: 

(1)  Petty  cash  purchases  made  ac¬ 
cording  to  §  3.604  of  this  title  and 
§  1003.604  of  this  subchapter. 

(2)  Purchases  of  fuel,  oil,  repairs, 
etc.,  made  according  to  AFR  67-24  (USAF 
Invoice — AF  Form  15  and  Invoice  En¬ 
velope— AF  Form  15A)  and  AFM  77-1 
(Management  of  Administrative  Use  of 
Motor  Vehicles) . 

(3)  Emergency  purchases  of  medical 
supplies  and  equipment  made  according 
fo^paragra.ph  io,  chapter  16,  volume  V, 
AFM  67-1  (USAF  Supply  Manual) ,  fol¬ 
lowed  by  the  issuance  of  a  confirmatory 


purchase  order  by  the  base  procurement 
office  or  a  cash  purchase  receipt  by  &  cash 
purchasing  officer. 

(c)  Base  commanders  and  others  hav¬ 
ing  administrative  supervision  over  con¬ 
tracting  officers  will  bear  in  mind  that 
acts  exceeding  the  delegated  powers  of 
the  contracting  officer  do  not  bind  the 
Government  and  will  refrain  from  direct¬ 
ing  contracting  officers  to  take  action 
which  might  expose  the  contracting  of¬ 
ficer  to  serious  consequences.  The  office 
of  the  contracting  officer  should  be 
placed,  in  the  local  organization,  at  a 
level  which  will  protect  it  from  intra- 
organizational  pressure  which  might  lead 
the  contracting  officer  to  perform  im¬ 
proper  acts  exposing  him  to  personal  risk 
and  the  Air  Force  to  criticism. 

(d)  Contracting  officers  must  comply 
with  Chapter  137,  Title  10  U.S.C.;  Sub¬ 
chapter  A,  Chapter  I  of  this  title;  this 
subchapter,  and  other  laws  and  direc¬ 
tives  issued  by  proper  authority. 

(e)  Unless  assigned  to  another  con¬ 
tracting  officer  for  administration,  the 
procuring  contracting  officer  will-admin- 
ister  his  contracts  to  completion. 

(f)  The  responsibility  of  contracting 
officers  relative  to  sale  contracts  is  set 
forth  in  AFM  67-1,  volume  VI,  chapter 
12. 

(g)  Contracting  officers  will  neither 
act  as  nor  perform  the  duties  of  a  con¬ 
tracting  officer  with  respect  to  any  con¬ 
tractual  instrument  obligating  only  non- 
appropriated  funds.  However,  contract¬ 
ing  officers  may  act  in  an  advisory  capac¬ 
ity  with  respect  to  the  aforementioned 
instruments.  In  connection  with  a  con¬ 
struction  contract  which  will  be  paid 
for  with  a  combination  of  appropriated 
and  nonappropriated  funds,  the  entire 
procurement  will  be  accomplished  in  the 
same  manner  as  an  appropriated  funds 
procurement  except  that  prior  to  award, 
the  contracting  officer  will  insure  that 
nonappropriated  funds  sufficient  to  cover 
the  nonappropriated  portion  of  the  pro¬ 
curement  have  been  deposited  with  the 
AF  accounting  and  finance  officer  who 
will  be  designated  to  make  payment  un¬ 
der  the  contract. 

(h)  Contracting  officers  will  not  be  as¬ 
signed  additional  duties  which  will  inter¬ 
fere  with  their  procurement  duties. 

§  1001.451  Representatives  of  contract¬ 
ing  officers. 

(a)  The  appointment  of  representa¬ 
tives  of  contracting  officers  will  not  be 
made  unless  it  is  determined  that  the  du¬ 
ties  of  the  individual  cannot  be  per¬ 
formed  by:  (1)  Appointment  as  a  limited 
contracting  officer,  or  (2)  designation  of 
a  government  agency  or  position  in  the 
contractual  document  as  authorized  by 
paragraph  (c)  of  this  section. 

(b)  The  designating  authority  (see 
§  1001.454)  may  designate  according  to 
§  1001.452(d),  any  officer,  warrant  offi¬ 
cer,  civilian,  or  noncomissioned  officer  to 
act  as  representative  of  a  contracting  of¬ 
ficer  or  his  duly  designated  successor. 
The  written  designation  will  contain  spe¬ 
cific  instructions  as  to  the  extent  to  which 
the  representative  may  take  action  for 
the  contracting  officer  but  will  not  con¬ 
tain  authority  to  sign  contractual  docu¬ 
ments. 


(c)  A  government  agency  or  position 
(by  title  but  not  an  individual  by  name) 
may  be  designated  in  the  contractual 
document  to  perform  specific  functions 
under  the  contract.  Such  functions  may 
include  inspection,  approval  of  shop 
drawings,  testing,  approval  of  samples, 
scheduling  and  signing  work  orders  or 
equipment  orders,  determining  number 
of  hours  for  a  job,  and  other  functions  of 
a  technical  nature  not  involving  a  change 
to  the  scope,  price,  terms,  or  conditions 
of  the  basic  contract  or  order.  The  re¬ 
sponsibilities  and  limitations  of  the 
agency  or  position  will  be  set  forth  in 
the  contract  or  in  a  separate  letter.  If  a 
letter  is  used  a  copy  will  be  furnished  the 
contractor.  The  contractiijg  officer  will 
monitor  the  actions  of  the  designated 
agency  or  position  to  insure  that  they  do 
not  exceed  assigned  functions.  The 
functions  assigned  will  not  violate  poli¬ 
cies  (e.g.,  base  procurement  centraliza¬ 
tion  policy  prescribed  in  §§  1001.402, 
1001.452,  and  1003.653  of  this  subchap¬ 
ter)  which  reserve  certain  actions  or  au¬ 
thorities  to  contracting  officers  or  which 
require  approval  prior  to  placing  the  au¬ 
thority  or  procedure  in  effect. 

(d)  A  person  assigned  to  and  perform¬ 
ing  his  primary  duty  within  a  procure¬ 
ment  office,  and  who  is  under  the 
supervision  of  a  contracting  officer,  does 
not  require  designation  as  a  representa¬ 
tive  nor  designation  in  a  contractual 
document  to  perform  his  assigned  duties. 
Such  a  person  is  considered  to  be  an 
employee  of  the  contracting  officer,  act¬ 
ing  in  his  behalf  and  as  such  has  the 
inherent  authority  to  perform  acts  as 
assigned  by  the  contracting  officer.  The 
contracting  officer  cannot  authorize  his 
employees  to  sign  any  contractual  docu¬ 
ment  or  letter  where  the  signature  of  a 
contracting  officer  is  required. 

§  1001.452  Designation  of  contracting 
officers  (See  §  1001.454). 

The  base  procurement  function  will  be 
consolidated  under  one  office  at  all  bases 
and  activities.  Authorized  exceptions  to 
this  policy  are  §§  1004.2102(a)  and  1004.- 
2103  of  this  subchapter. 

§  1001.450  [Amended] 

2.  In  §  1001.450  amend  the  last  word 
“Management”  to  read  “Policy.” 

§  1001.452-1  [Deleted] 

3.  Delete  §  1001.452-1. 

Revise  Subpart  H  to  read  as  follows: 

Subpart  H — Labor  Surplus  Area 
Concerns 

Sec. 

1001.800  Scope  of  subpart. 

1001.801-2  Area  labor  market  trends. 
1001.803  Application  of  policy. 

Authority:  The  provisions  of  this  Subpart 
H  Issued  under  sec.  8012,  70A  Stat.  488;  secs. 
2301-2314,  70A  Stat.  127-133;  10  U.S.C.  8012; 
10  U.S.C.  2301-2314. 

§  1001.800  Scope  of  subpart. 

See  Subpart  G,  Part  1  of  this  title. 

§  1001.801—2  Area  labor  market  trends. 

"Area  Labor  Market  Trends,”  which 
establishes  the  boundaries  of  each  labor 
market  area  and  lists  communities  in- 
•  eluded  in  each  area,  is  distributed  by  the 
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Department  of  Labor  directly  to  AF  pur¬ 
chasing  activities.  Hq  AFLC  (MCP-5) 
and  Hq  AFSC  (SCK-4)  will  periodically 
assure  that  distribution  is  adequate  and 
that  the  contents  of  the  publication  are 
fully  understood  and  correctly  used  by 
cognizant  personnel. 

§  1001.803  Application  of  policy. 

A  copy  of  each  PR  with  an  estimated 
value  of  $300,000  or  more  will  be  for¬ 
warded  by  the  director  of  procurement 
and  production  at  AFLC  AMAs,  the  chief, 
procurement  and  production  office  at 
AFSC  divisions  or  the  deputy  for  pro¬ 
curement  at  AFSC  centers  direct  to 
SAF-IL  (Special  Assistant  for  Economic 
Utilization  Policy)  Room  4D865,  Penta¬ 
gon,  Washington,  D.C.,  20330,  with  a 
cover  letter  describing  the  kind  of  pro¬ 
curement  action  contemplated  (i.e.,  com¬ 
petitive,  sole  source  follow-on,  etc.) ;  and 
a  statement  as  to  whether  a  partial  set- 
aside  for  labor  surplus  area  concerns  will 
be  applied  (§  1.804  of  this  title)  and  if 
not,  why  not.  If  procurement  action  is 
to  be  taken  by  an  activity  other  than  the 
one  which  forwards  the  PR  to  SAF-IL, 
that  fact  should  be  indicated  in  the  cov¬ 
ering  letter,  and  the  procuring  activity 
identified.  The  activity  that  will  take 
the  procurement  action  is  then  respon¬ 
sible  for  furnishing  the  foregoing  infor¬ 
mation  to  SAF-IL.  The  PRs  and  the 
covering  letter  will  be  forwarded  to  SAF- 
IL  at  least  10  work  days  prior  to  any 
Source  Selection  Board  or  other  action 
leading  to  source  selection  to  permit 
SAF-IL  sufficient  time  to  make  any  labor 
surplus  area  recommendations  deemed 
necessary. 

Subpart  M — Transportation 

1.  Revise  §  1001.1305-4(a)  (2)  (ii)  to 
read  as  follows: 

§  1001.1305—4  F.o.b.  origin. 

***** 

(a)  *  *  * 

(2)  *  *  * 

(ii)  For  shipments  other  than  postal 
service. 

Ship  by  prepaid  freight  and  bill  charges  as 
a  separate  item  on  invoice.  Copy  of  paid 
freight  bill  or  commercial  bill  of  lading 
marked  Prepaid  will  be  attached  to  Invoice. 


Ship  via  _ 

nomical  method. 

— V — 

_  most  eco- 

*  * 

♦ 

*  * 

§  1001.1306  [Amended] 

2.  In  §  1001.1306  amend  the  heading 
only  to  read  as  follows: 

§  1001.1306  Consignment  and  marking 
instructions. 

***** 


PART  1004— SPECIAL  TYPES  AND 
METHODS  OF  PROCUREMENT 

Subpart  A — Procurement  of 
Construction 

1.  Revise  §  1004.103-2  to  read  as  fol¬ 
lows: 

§  1004.103-2  Conduct  of  negotiations. 

The  civil  engineer  will  furnish  a  de¬ 
tailed  cost  estimate  breakdown  on  all  re¬ 


quested  changes  to  construction  con¬ 
tracts.  Prior  to  conduct  of  negotiations, 
the  contracting  officer  will  require  all  re¬ 
quested  changes  to  be  subjected  to  price 
or  cost  analysis  according  to  Subpart  H, 
Part  3  of  this  title  and  Subpart  H,  Part 
1003  of  this  subchapter. 

§  1004.105  [Amended] 

2.  In  §  1004.105  amend  the  symbol 
“(SCMK)  ”  to  read  “(SCK)  ” 


PART  1005 — INTERDEPARTMENTAL 
PROCUREMENT 

§  1005.000  [Deleted] 

Delete  I  1005.000. 

Subpart  A — Procurement  Under  Fed¬ 
eral  Supply  Schedule  Contracts 

§  1005.101-50  [Amended] 

§§  1005.103 — 1005.103-4  [Deleted] 

1.  Delete  §§  1005.101-50  (c)  through 
(g)  and  1005.103  through  1005.103-4. 

2.  Delete  present  §  1005.102  and  insert 
the  following  therefor: 

§  1005.102  Mandatory  Federal  Supply 
Schedules. 

3.  Add  new  §§  1005.102-2  through 
1005.105  as  follows: 

§  1005.102-2  Exceptions  to  mandatory 
use. 

(a)  Delivery  requirements.  The  deter¬ 
mination  not  to  use  the  Schedule  because 
the  delivery  period  offered  does  not  meet 
the  delivery  requirements  of  the  pur¬ 
chasing  activity  will  be  exercised  by  the 
chief  of  the  office  responsible  for  pro¬ 
curement  or  his  designated  representa¬ 
tive.  But  in  no  instance  will  the  person 
making  this  determination  be  the  same 
individual  who  signs  the  contract  for 
the  supplies  or  services  involved.  The 
determination  will  clearly  set  forth  the 
circumstances  of  the  emergency  and  spe¬ 
cific  reasons  why  the  time  element  makes 
necessary  purchase  from  a  source  other 
than  the  Schedule. 

§  1005.102—3  Applicability  of  listed 
Federal  Supply  Schedules. 

(a)  Except  for  mattresses  and  bed¬ 
ding  (FSC  7210)  and  prison  and  blind- 
made  products  otherwise  mandatory,  it 
is  mandatory  in  the  United  States,  its 
possessions  and  Puerto  Rico,  that  all 
requirements  for  household  and  quarters 
furniture  and  equipment  listed  in  Table 
of  Allowance  (T/A)  012  and  some  items 
in  T/A  A006  be  obtained  from  GSA 
sources.  This  includes  requirements  for 
household  and  quarters  furniture  and 
equipment  which : 

(1)  Exceed  the  maximum  order  limi¬ 
tations  in  Federal  Supply  Schedules. 

(2)  Are  in  excess  of  $2,500  and  are 
not  included  in  Federal  Supply  Schedules 
or  GSA  stores  stock  catalog. 

(3)  Are  in  excess  of  $2,500  and  are 
covered  by  military  specifications. 

The  mandatory  conditions  of  this  sec¬ 
tion  apply  to  major  appliances  such  as 
household  washers,  dryers,  refrigerators, 
and  ranges;  and  these  conditions  also 
apply  to  the  filling  of  oversea  require¬ 
ments  from  the  United  States. 


§  1005.102—4  Establishment  or  revision 
of  Federal  Supply  Schedules  manda¬ 
tory  upon  the  Department  of  De¬ 
fense. 

(a)  No  implementation. 

(b)  Procedures:  Commanders  of  in¬ 
ventory-management  AMAs  and  com¬ 
manders  of  centers  and  divisions  of 
AFSC  may  initiate  requests  for  establish¬ 
ing  or  changing  a  Federal  Supply  Sched¬ 
ule  mandatory  upon  elements  of  the 
Department  of  Defense.  Requests  will 
include  complete  item  identification  and 
use,  and  full  justification  for  the  action 
recommended.  Each  request  will  be  ad¬ 
dressed  to  AFLC  (MCPAC).  Requests 
initiated  by  AFSC  activities  will  be 
routed  to  MCPAC  through  AFSC 
(SCKP). 

§  1005.105  Order  for  supplies  or  serv¬ 
ices. 

(a)  Except  in  the  situations  specified 
in  paragraphs  (b)  and  (c)  of  this  sec¬ 
tion,  requirements  to  be  procured  within 
the  United  States,  its  possessions,  or 
Puerto  Rico  from  Federal  Supply  Sched¬ 
ule  contractors  or  distributors  will  be 
ordered  by  procurement  officers  on  DD 
Form  1155.  (Also  see  §  1016.303  of  this 
subchapter.) 

(b)  In  Alaska,  Hawaii,  Puerto  Rico, 
or  in  the  U.S.  possessions  when  local 
Federal  Supply  Schedule  contractors  or 
distributors  are  not  available,  orders  for 
local  purchase  items  listed  in  Schedules 
will  be  submitted  by  the  supply  or  serv¬ 
ice-store  officer  direct  to  the  same  GSA 
region  to  which  orders  for  GSA  stores 
stock  items  are  submitted. 

(c)  In  the  United  States,  its  posses¬ 
sions,  and  Puerto  Rico,  requirements  for 
household  and  quarters  furniture  and 
equipment  which  exceed  the  maximum- 
order  limitations  of  a  Schedule  will  be 
requisitioned  from  GSA  by  a  supply 
activity  according  to  paragraph  30e,  sec¬ 
tion  “A,”  chapter  8,  part  one,  volume  I, 
AFM  67-1.  Requirements  for  house¬ 
hold  and  quarters  furniture  and  equip¬ 
ment  for  other  than  Schedules  or  stores 
stock  items  will  be  requisitioned  in  the 
same  way.  Also  see  §  1005.162-3. 

(d)  All  local  purchase  requirements 
for  Schedule  items  initiated  outside  the 
areas  designated  in  paragraphs  (a) 
through  (c)  of  this  section  will  be  or¬ 
dered  by  the  supply  or  service-store  offi¬ 
cer  according  to  paragraph  30,  section 
A,  chapter  8,  part  one,  volume  I,  AFM 
67-1. 

4.  Revise  §  1005.106  to  read  as  follows: 

§  1005.106  Federal  Supply  Schedules 
with  multiple  source  provisions. 

(a)  The  justification  statement  will 
be  manually  approved  by  one  of  the  fol¬ 
lowing,  or  his  designated  representative, 
at  the  installation  originating  the  pur¬ 
chase  request. 

(1)  Director  of  supply  and  transporta¬ 
tion  in  AFLC  air  materiel  areas. 

(2)  DCS /Materiel  or  equivalent  in 
AFSC  divisions  and  centers. 

(3)  Director  of  materiel  in  activities 
of  other  major  air  commands. 

(4)  Comparable  level  of  authority  in 
other  AF  activities.  Such  approval  will 
constitute  full  authority  to  the  procuring 
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activity  for  placing  the  order.  The  jus¬ 
tification  statement  will  be  attached  to 
the  purchase  request  and  will  be  included 
in  the  contract  file  as  documentation  to 
justify  the  order.  No  formal  determi¬ 
nation  or  finding  need  be  filed  with  either 
GSA  or  the  General  Accounting  Office. 

(b)  Where  the  price  of  comparable 
items  of  two  or  more  contractors  is  iden¬ 
tical,  orders  will  be  rotated  to  the  extent 
practicable  to  avoid  charges  of  preferen¬ 
tial  treatment. 

PART  1007— CONTRACT  CLAUSES 

Subpart  NN — Special  Clauses 

Revise  §  1007.4028(b)  to  read  as  fol¬ 
lows: 

§  1007.4028  Estimated  requirements. 
***** 

(b)  When,  according  to  §  1003.409(b) 
(4)  of  this  subchapter,  it  is  desired  to  use 
a  requirements  contract  for  nonpersonal 
services  and  supplies  incidental  thereto, 
covering  requirements  estimated  to  be 
over  and  above  a  specific  AF  activity’s 
internal  capabilities  of  performing  itself, 
the  following  shall  be  substituted  for  par¬ 
agraph  (a)  and  first  two  sentences  of 
paragraph  (b)  of  the  clause  in  paragraph 
(a)  of  this  section. 

*  •  *  *  ♦ 

PART  1012— LABOR 

Subpart  F — Walsh-Healey  Public 
Contracts  Act 

Revise  §  1012.604(c)  and  add  new  par¬ 
agraph  (e)  as  follows: 

§  1012.604  Responsibilities  of  contract¬ 
ing  officers. 

•  *  *  •  *  * 

(c)  Furnishing  the  contractor  a  form 
letter  (Form  PC-12) ,  which  informs  him 
of  his  responsibilities  under  the  Walsh- 
Healey  Public  Contracts  Act  and  putting 
him  on  notice  that  he  may  be  liable  for 
work  done  by  other  companies  assisting 
him  in  the  performance  of  the  contract. 
When  a  contract  is  assigned  for  adminis¬ 
tration,  the  ACO  should  determine  as 
soon  as  possible  whether  the  poster  (PC- 
13)  and  form  letter  (PC-12)  have  been 
received.  In  instances  where  they  have 
not,  the  ACO  will  supply  these  items'  to 
the  contractor  and  advise  the  PCO  of  the 
omission  and  the  action  taken  to  provide 
them.  The  form  letter  (PC-12)  should 
be  requisitioned  through  normal  publi¬ 
cations  distribution  channels  from  Air 
Force  Publications  Distribution  Center, 
Washington,  D.C.,  20002. 

***** 

(e)  Submitting  report  of  any  violations 
of  representations  or  stipulations  re¬ 
quired  by  the  Walsh-Healey  Public  Con¬ 
tracts  Act  to  Hq  USAF  (AFSPPDB) 
through  the  Staff  Judge  Advocate,  Hq 
AFSc>  for  transmittal  to  the  Department 
of  Labor. 

(Sec.  8012,  70A  Stat.  488;  secs.  2301-2314, 
70A  st»t.  127-133;  10  U.S.C.  8012;  10  U.S.C. 
2301-2314)  [AFPI  Rev.  No.  42,  May  29,  1964] 


By  order  of  the  Secretary  of  the  Air 
Force. 

Frederick  A.  Ryker, 

Lt.  Colonel,  U.S.  Air  Force, 
Chief,  Special  Activities 
Group,  Office  of  The  Judge 
•  Advocate  General. 

(F.R.  Doc.  64-7189;  Filed,  July  20,  1964; 
8:47  a.m.] 

Title  5— ADMINISTRATIVE 
PERSONNEL 

Chapter  I — Civil  Service  Commission 

PART  213— EXCEPTED  SERVICE 

Federal  Aviation  Agency 

Section  213.3357  is  amended  to  show 
that  the  position  of  Special  Assistant  to 
the  Assistant  Administrator  for  General 
Aviation  Affairs  is  excepted  under  Sched¬ 
ule  C.  Effective  upon  publication  in  the 
Federal  Register,  paragraph  (i)  is  added 
to  §  213.3357  as  set  out  below. 

§  213.3357  Federal  Aviation  Agency. 

*  *  *  *  * 

(i)  One  Special  Assistant  to  the  Assist¬ 
ant  Administrator  for  General  Aviation 
Affairs. 

(RJS.  1753,  sec.  2,  22  Stat.  403,  as  amended; 
5  U.S.C.  631,  633;  E.O.  10577,  19  FJt.  7521, 
3  CFR,  1954^1958  Comp.,  p.  218) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  Mary  V.  Wenzel, 

Executive  Assistant  to 
the  Commissioners. 

[F.R.  Doc.  64-7213;  Filed,  July  20,  1964; 
8:49  am.] 


Title  7— AGRICULTURE 

Chapter  VII — Agricultural  Stabiliza¬ 
tion  and  Conservation  Service 
(Agricultural  Adjustment),  Depart¬ 
ment  of  Agriculture 

PART  722— COTTON 

Subpart — Marketing  Quota  Regula¬ 
tions  for  the  1964  and  Succeeding 
Crops  of  Upland  Cotton  and  Extra 
Long  Staple  Cotton 

,  The  provisions  of  §§  722.1  to  722.60  are 
issued  pursuant  to  the  Agricultural  Ad¬ 
justment  Act  of  1938,  as  amended  (52 
Stat.  31,  as  amended;  7  U.S.C.  1281  et 
seq.) .  These  provisions  govern  the  farm 
marketing  quota  and  farm  marketing  ex¬ 
cess  for  upland  cotton  and  extra  long 
staple  cotton;  the  rate  of  the  penalty 
and  the  manner  in  which  penalties  shall 
be  paid  by  producers  and  buyers;  the  re¬ 
funding  of  penalty  overpayments;  the 
records  and  reports  required  to  be  made 
by  cotton  producers,  ginners,  buyers, 
warehousemen,  and  others;  and  other 
miscellaneous  matters  regarding  the  pro¬ 
duction  and  marketing  of  such  cotton. 

Notice  of  proposed  formulation  of 
marketing  quota  regulations  for  the  1964 


and  succeeding  crops  of  upland  cotton 
and  extra  long  staple  cotton  was  pub¬ 
lished  in  the  Federal  Register  on  March 
28,  1964  (29  FJR.  4099),  in  accordance 
with  section  4  of  the  Administrative  Pro¬ 
cedure  Act  (60  Stat.  238;  5  U.S.C.  1003) 
and  the  data  and  recommendations  re¬ 
ceived  in  response  to  such  notice  have 
been  duly  considered.  In  order  that 
Agricultural  Stabilization  and  Conserva¬ 
tion  State  and  county  committees  may 
perform  their  functions  in  an  orderly 
manner,  it  is  hereby  found  and  deter¬ 
mined  that  compliance  with  the  30-day 
effective  date  requirements  of  section  4 
of  the  Administrative  Procedure  Act  is 
impractical  and  contrary  to  the  public 
interest  and  §§  722.1  to  722.60  shall  be 
effective  upon  fifing  of  this  document 
with  the  Director,  Office  of  the  Federal 
Register. 

General 

See  ( 

722.1  Applicability. 

722.2  Extent  of  calculations  and  rule  of 

fractions. 

722.3  Exporation  of  time  limitations. 

722.4  Definitions. 

Farm  Marketing  Quota  and  Farm 
Marketing  Excess 

722.5  Cotton  subject  to  marketing  quotas. 

722.6  Farm  marketing  quota  and  farm 

marketing  excess. 

722.7  Notice  of  farm  marketing  excess 

and  farm  marketing  quota. 

722.8  Farm  marketing  excess  adjustment. 

722.9  Publication  of  the  farm  allotment, 

normal  yield,  marketing  quota  and 
marketing  excess. 

722.10  Marketing  quotas  not  transferable. 

722.11  Successors-in-intere6t. 

722.12  Review  of  quotas.  .  ' 

722.13  Exemption  for  publicly-owned  agri¬ 

cultural  experiment  stations. 

722.14  Measurement  of  farms  and  disposi¬ 

tion  dates. 

Marketing  Cards,  Marketing  Certificates 
and  Loan  Documents 

722.15  Eligibility  for  and  issuance  of  mar¬ 

keting  cards. 

722.16  Marketing  certificates  and  loan  docu¬ 

ments. 

722.17  Lost,  destroyed,  or  stolen  marketing 

cards  or  marketing  certificates. 

722.18  Cancellation  of  marketing  cards  and 

marketing  certificates. 

722.19  Time  and  manner  of  identification. 

722.20  Identification  by  marketing  card. 

.  722.21  Identification  by  marketing  certifi¬ 
cate. 

722.22  Identification  by  loan  document. 

722.23  Cotton  not  identified  by  a  marketing 

card,  marketing  certificate,  or  loan 
document. 

Penalty 

722.24  Rate  of  penalty. 

722.25  Lien  for  the  penalty. 

722.26  Interest  on  Unremitted  penalty. 

722.27  Payment  of  penalty  by  producers. 

722.28  Payment  of  penalty  by  buyers. 

722.29  Remittance  of  penalty  to  the  county 

office  manager. 

722.30  Deposit  of  funds. 

722.31  Refunds  of  money  in  excess  of  the 

penalty. 

722.32  Refund  of  penalty  erroneously, 

illegally,  or  wrongfully  collected. 

722.33  Report  of  violations  and  court  pro¬ 

ceedings  to  collect  penalty. 

Records  and  Reports 

722.34  Records  to  be  kept  and  reports  to  be 

made  by  ginners. 
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722.35  Records  to  be  kept  and  reports  to  be 

made  by  buyers. 

722.36  Records  to  be  kept  by  warehousemen, 

processors,  and  others. 

722.37  Availability  of  records  kept  by  gin- 

ners,  buyers,  warehousemen,  and 
others. 

722.38  Penalty  for  failure  or  refusal  to  keep 

records  or  make  reports. 

722.39  Records  to  be  kept  and  reports  to  be 

made  by  producers. 

722.40  Enforcement. 

722.41  Revision  pi  county  committee  deter¬ 

minations  and  erroneous  notices. 

722.42  Supervisory  authority  of  state  com¬ 

mittee. 

722.43  Availability  of  records. 

722.44  Designation  of  representatives  of  the 

Secretary  to  examine  records. 

'  722.45  County  normal  yields  for  each  crop 
year. 

722.46  Penalty  rate  for  each  crop  year. 
722.47-722.60  [Reserved] 

Authority  :  The  provisions  of  this  sub¬ 
part  Issued  under  secs.  301,  362,  363,  365-368, 
372-374,  375,  388,  52  Stat.  38,  62,  63-65,  66,  as 
amended,  68;  secs.  344-347,  63  Stat.  670,  as 
amended,  674,  675,  as  amended;  7  U.S.C.  1301, 
1362,  1363,  1365-1368,  1372-1374,  1375,  1388, 
1344-1347. 

General 

§  722.1  Applicability. 

The  provisions  §§  722.1  to  722.60  apply 
to  upland  cotton  and  extra  long  staple 
cotton  produced  in  1964  and  succeeding 
years  when  marketing  quotas  are  in  ef¬ 
fect  and  to  carryover  cotton  which  is 
marketed  by  producers  in  the  1964-65 
and  succeeding  marketing  years.  The 
term  “cotton”  as  used  in  §§  722.1  to  722.- 
60  includes  upland  cotton  and  extra  long 
staple  cotton.  However,  upland  cotton 
and  extra  long  staple  cotton  are  separate 
commodities  and  marketing  quotes  for 
upland  cotton  shall  not  be  combined  or 
commingled  with  marketing  quotas  for 
extra  long  staple  cotton.  The  regula¬ 
tions  in  this  subpart  supersede  the  Reg¬ 
ulations  Pertaining  to  Marketing  Quotas 
for  Upland  Cotton  of  the  1961  and  Suc¬ 
ceeding  Crops  (§§  722.1  to  722.51;  26  F.R. 
3672),  as  amended,  which  applied  to  the 
1961,  1962  and  1963  crops  of  upland  cot¬ 
ton  and  the  Regulations  Pertaining  to 
Marketing  Quotes  for  Extra  Long  Staple 
Cotton  of  the  1961  and  Succeeding  Crops 
(§§  722.101  to  722.152;  26  F.R.  5489),  as 
amended,  which  applied  to  the  1961, 1962 
and  1963  crops  of  extra  long  staple  cot¬ 
ton.  Such  superseded  regulations  shall 
remain  effective  with  respect  to  deter¬ 
minations  applicable  to  the  1961,  1962, 
and  1963  crops  of  upland  cotton  and  extra 
long  staple  cotton  respectively. 

§  722.2  Extent  of  calculations  and  rule 
of  fractions. 

In  making  any  computation  in  connec¬ 
tion  with  §§  722.1  to  722.60,  the  amount 
of  lint  cotton  shall  be  rounded  to  the 
nearest  whole  pound  and  the  amount  of 
penalties  or  refunds  shall  be  rounded  to 
the  nearest  whole  cent.  Fractions  of 
exactly  five-tenths  of  a  pound  or  cent 
shall  be  dropped. 

§  722.3  Expiration  of  time  limitations. 

The  provisions  of  Part  720  of  this  chap¬ 
ter  concerning  the  expiration  of  time 
limitations  shall  apply  to  §§  722.1  to 
722.60. 


§  722.4  Definitions. 

(a)  General  terms.  In  determining 
the  meaning  of  §§  722.1  to  722.60,  unless 
the  context  indicates  otherwise,  words 
importing  the  singular  include  and  apply 
to  several  persons  or  things,  words  im¬ 
porting  the  plural  include  the  singular, 
words  importing  the  masculine  gender 
include  the  feminine  as  well,  and  words 
used  in  the  present  tense  include  the 
future  as  well  as  the  present.  The  defi¬ 
nitions  of  the  following  terms  in  Part  719 
of  this  chapter,  as  amended,  shall  apply 
to  §§  722.1  to  722.60: 

Community  committee. 

County  committee. 

County  office  manager. 

Cropland. 

Deputy  administrator. 

Farm. 

F-arm  serial  number. 

Operator.  " 

Person. 

Representative  of  the  State  committee. 
Secretary. 

State  committee. 

State  executive  director. 

(b)  Cotton  program  terms.  The  fol¬ 
lowing  terms  shall  have  the  following 
meanings; 

(1)  Acreage  planted  to  cotton  on  the 
farm  in  the  current  year  (for  use  in  de¬ 
termining  compliance  with  the  farm  al¬ 
lotment) — the  acreage  seeded  to  cotton 
plus  stub  cotton  acreage  (acreage  de¬ 
voted  to  the  production  of  cotton  but 
seeded  prior  to  the  current  year)  on  the 
farm  in  the  current  year,  excluding  any 
acreage  in  excess  of  the  farm  allotment 
which  is  destroyed  or  disposed  of  in  ac¬ 
cordance  with  the  requirements  of  Part 
718  of  this  chapter.  In  determining 
compliance  on  farms  participating  in  the 
export  market  acreage  program  for  the 
1964  crop  of  upland  cotton  under  section 
349  of  the  Act,  the  provisions  of  §  722.- 
227(c)  of  the  Acreage  Allotment  Regula¬ 
tions  for  the  1964  and  Succeeding  Crops 
of  Upland  Cotton  (29  F.R.  5274)  shall  be 
applicable. 

(2)  Act — Agricultural  Adjustment  Act 
of  1938,  as  amended  (7  U.S.C.  1281  et 
seq.). 

(3)  Actual  production  on  the  farm — 
number  of  pounds  of  lint  cotton  deter¬ 
mined  to  have  been  produced  on  the  farm 
in  the  current  year. 

(4)  Actual  yield  per  acre — number  of 
pounds  of  lint  cotton  determined  by  di¬ 
viding  the  actual  production  on  the  farm 
by  the  number  of  acres  of  cotton  har¬ 
vested  on  the  farm. 

(5)  Barter  or  exchange — the  transfer 
of  title  to  cotton  by  a  producer  to  another 
person  in  exchange  for  cotton  or  any 
other  commodity,  service,  property  or 
for  use  of  land. 

(6)  Buyer — person  who  acquires  cot¬ 
ton  from  a  producer  by  purchase,  barter 
and  exchange,  gift  inter  vivos  and  an 
agricultural  cooperative  association 
which  makes  agreements  with  producers 
under  which  title  to  the  cotton  passes 
upon  delivery  of  the  cotton  by  the  pro¬ 
ducer  and  the  association  is  authorized 
to  deal  with  such  cotton  as  owner. 

(7)  Carry-over  cotton — unmarketed 
cotton  from  any  previous  crop  which  the 
producer  has  on  hand  as  of  August  1 
of  the  current  year. 


(8)  County — county  or  parish  of  a 
State.  The  Northern  Area  and  South¬ 
ern  Area'  of  Puerto  Rico  are  considered 
as  counties. 

(9)  Current  year — calendar  year  in 
which  the  cotton  is  planted. 

(10)  Director — director,  or  acting  di¬ 
rector,  Farmer  Programs  Division,  Agri¬ 
cultural  Stabilization  and  Conservation 
Service,  United  States  Department  of 
Agriculture. 

(11)  Extra  long  staple  cotton — Ameri- 
can-Egyptian,  Sea  Island,  Sealend  and 
all  other  varieties  of  the  Barbadense 
species  of  cotton  and  any  hybrid  thereof, 
and  any  other  cotton  in  which  one  or 
more  of  these  varieties  predominate,  pro¬ 
duced  in  an  area  designated  under  Sec¬ 
tion  347(a)  of  the  Act. 

(12)  Farm  allotment — cotton  acreage 
allotment  established  for  a  farm  pursu¬ 
ant  to  section  344  of  the  Act. 

.(13)  Farm  marketing  excess — normal 
production  of  the  acreage  planted  to 
cotton  in  excess  of  the  farm  allotment 
subject  to  any  downward  adjustment 
where  the  actual  production  is  estab¬ 
lished  to  be  less  than  such  normal 
production. 

(14)  Farm  marketing  quota — actual 
production  of  the  acreage  planted  to 
cotton  on  the  farm  less  the  farm  mar¬ 
keting  excess. 

(15)  Gift  inter  vivos — transfer  of  title 
to  cotton,  accompanied  by  delivery,  by 
a  producer  to  another  person  which  takes 
effect  immediately  and  irrevocably  and  is 
made  without  any  consideration  or  com¬ 
pensation  therefor. 

(16)  Ginner — person  engaged  in  the 
business  of  ginning  cotton. 

(17)  Ginning — process  by  which  lint 
cotton  is  removed  from  the  cotton  seed. 

(18)  Harvest — act  of  extracting  seed 
cotton  from  the  cotton  plant  by  manual 
or  mechanical  means,  grazing  by  live¬ 
stock  and  salvage  operations.  Cotton 
is  available  for  harvest  when  the  cotton 
bolls  are  sufficiently  open  to  permit 
harvest. 

(19)  Lint  cotton — fiber  taken  from 
seed  cotton  by  ginning. 

(20)  Market — to  dispose  of  cotton  in 
raw  or  processed  form  by  voluntary  or  in¬ 
voluntary  sale,  barter  or  exchange,  or 
by  gift  inter  vivos. 

(21)  Marketing  year — period  begin¬ 
ning  August  1  of  a  crop  year  and  ending 
July  31  of  the  following  year,  both  dates 
inclusive. 

(22)  New  cotton  farm — farm  for 
which  a  cotton  acreage  allotment  is  es¬ 
tablished  for  the  current  year  and  for 
which  there  is  no  history  acreage  in  the 
3-year  farm  base  period. 

(23)  Normal  production  on  the  farm- 
number  of  pounds  of  lint  cotton  deter¬ 
mined  by  multiplying  the  normal  yield 
of  lint  cotton  for  the  farm  per  acre  by 
the  number  of  acres  planted  to  cotton 
on  the  farm. 

(24)  Normal  yield  for  the  county- 
average  yield  for  any  crop  per  harvested 
acre  of  lint  cotton  for  the  county,  ad¬ 
justed  for  abnormal  weather  conditions 
and  any  significant  changes  in  produc¬ 
tion  practices,  during  the  five  calendar 
years  immediately  preceding  the  year  in 
which  the  national  marketing  quota  for 
such  crop  is  proclaimed.  If  for  any  year 
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of  the  five-year  period,  actual  yield  data 
are  not  available,  or  there  was  no  actual 
yield,  the  yield  for  such  year  shall  be 
appraised,  taking  into  consideration  the 
yields  in  years  for  which  data  are  avail¬ 
able,  abnormal  weather  conditions,  and 
yields  for  such  year  in  nearby  counties 
in  which  the  type  of  soil,  topography,  and 
farming  practices  are  similar. 

(25)  Normal  yield  for  the  farm — 
average  yield  per  harvested  acre  of  lint 
cotton  for  the  farm,  adjusted  for  ab¬ 
normal  weather  conditions  and  any  sig¬ 
nificant  changes  in  production  practices 
during  the  three  calendar  years  immedi¬ 
ately  preceding  the  year  in  which  sueh 
normal  yield  is  determined.  If  for  any 
year  of  the  three-year  period,  actual 
yield  data  are  not  available,  or  there 
was  no  actual  yield,  the  yield  for  such 
year  shall  be  appraised,  taking  into  con¬ 
sideration  abnormal  weather  conditions, 
the  actual  yield  for  the  farm  for  years 
for  which  acceptable  data  are  available, 
changes  in  production  practices  and  the 
county  normal  yield  for  the  year  for 
which  the  farm  normal  yield  is  being 
established.  If  the  producer  furnishes 
yield  data  and  fails  to  prove  to  the  satis¬ 
faction  of  the  county  committee .  that 
such  data  are  complete  and  accurate, 
the  farm  normal  yield  shall  be  appraised 
taking  into  consideration  the  factors  set 
forth  above.  Normal  yields  for  other 
farms  in  the  locality  which  are  similar 
with  respect  to  soil  and  other  physical 
factors  affecting  the  production  of  cot¬ 
ton  may  also  be  considered  in  determina¬ 
tions  of  normal  yield  for  new  cotton 
farms.  Determinations  of  farm  normal 
yield  by  the  county  committee  shall  be 
subject  to  the  approval  of  a  representa¬ 
tive  of  the  State  committee. 

(26)  Owrier — person  who  owns  farm¬ 
land. 

(27)  Penalty — amount  payable  with 
respect  to  the  farm  marketing  excess. 

(28)  Sale — transfer  of  title  to  cotton 
by  a  producer  to  another  person  by  any 
means  other  than  barter  or  exchange  or 
gift  inter  vivos. 

(29)  Seed  cotton — harvested  fruit  of 
the  cotton  plant  before  ginning. 

(30)  Sharecropper — person  who  works 
a  farm  in  whole  or  in  part  under  the  gen¬ 
eral  supervision  of  the  operator  and  is 
entitled  to  receive  for  his  labor  a  share 
of  the  cotton  or  of  the  proceeds  thereof. 

(31)  Share  tenant — person  other  than 
a  sharecropper  who  rents  land  from 
another  person  and  pays  as  rent  a  share 
of  the  cotton  or  of  the  proceeds  thereof. 

(32)  Upland  cotton — any  cotton  other 
than  extra  long  staple  cotton. 

Farm  Marketing  Quota  and  Farm  Mar¬ 
keting  Excess 

§  722.5  Cotton  subject  to  marketing 
quotas. 

Marketing  quotas  for  a  crop  of  cotton 
shall  be  applicable  to  any  cotton  of  that 
crop  notwithstanding  that  the  cotton 
may  he  available  for  marketing  prior  to 
or  subsequent  to  the  marketing  year 
which  begins  in  the  year  when  the  cotton 
is  planted. 
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§  722.6  Farm  marketing  quota  and  farm 
marketing  excess. 

(a)  Farm  marketing  quota.  The  farm 
marketing  quota  for  the  current  year 
shall  be  that  number  of  pounds  of  liht 
cotton  produced  on  the  farm  less  the 
amount  of  the  farm  marketing  excess 
for  such  year.  In  addition,  lint  cotton 
which  producers  have  on  hand  from  any 
previous  crop  (except  cotton  on  which 
a  penalty  was  incurred  and  has  not  been 
paid)  may  also,  when  properly  identified, 
be  marketed  penalty  free. 

(b)  Farm  marketing  excess.  The 
farm  marketing  excess  for  the  current 
year  shall  be  the  normal  production  of 
the  acreage  planted  to  cotton  on  the 
farm  in  excess  of  the  farm  allotment  for 
such  year.  For  a  farm  having  a  zero 
allotment  or  no  allotment,  the  entire 
acreage  planted  to  cotton  shall  be  used , 
in  determining  the  farm  marketing  ex¬ 
cess  for  such  year.  Where  it  is  estab¬ 
lished  to  the  satisfaction  of  the  county 
committee  by  any  producer  on  the  farm 
in  accordance  with  §  722.8  that  the 
actual  production  of  cotton  on  the  farm 
in  the  current  year  is  less  than  the 
normal  production  of  the  acreage  planted 
to  cotton  on  the  farm  in  such  year,  the 
farnri  marketing  excess  shall  be  adjusted 
downward  to  the  amount  by  which  such 
actual  production  exceeds  the  normal 
production  of  the  farm  allotment.  In 
the  case  of  the  1964  crop  of  upland  cot¬ 
ton,  there  shall  be,  no  farm  marketing 
excess  if  the  farm  is  in  compliance  with 
the  export  market  provisions  of  §  722.227 

(c)  of  the  acreage  allotment  regulations 
for  the  1964  and  succeeding  crops  of  up¬ 
land  cotton  (29  F.R.  5274). 

§  722.7  Notice  of  farm  marketing  excess 
and  farm  marketing  quota. 

The  county  committee  shall  mail  to 
the  farm  operator  a  written  notice  of 
farm  marketing  excess  and  farm  market¬ 
ing  quota  for  any  farm  with  a  farm 
marketing  excess  for  a  crop  year.  The 
notice  shall  contain  substantially  the 
following  statement :  “To  all  persons  who 
as  operator,  landlord,  tenant,  or  share¬ 
cropper,  for  the  crop  year  shown  above, 
are  interested  in  the  cotton  described 
herein  and  produced  on  this  farm.” 
Notice  so  given  shall  constitute  notice  to 
all  such  persons.  Such  notice  shall  also 
contain  a  brief  statement  of  the  pro¬ 
cedure  whereby  application  for  review  of 
the  marketing  quota  may  be  made  under 
section  363  of  the  Act.  Such  notice 
shall  bear  the  actual  or  facsimile  sig¬ 
nature  of  a  member  of  the  county  com¬ 
mittee.  The  facsimile  signature  may  be 
affixed  by  the  county  committeeman  or 
an  employee  of  the  county  office.  A 
copy  of  each  notice  containing  a  nota¬ 
tion  thereon  of  the  date  of  mailing  the 
notice  to  the  operator  of  the  farm  shall 
be  kept  among  the  permanent  records 
of  the  county  committee  and,  upon  re¬ 
quest,  a  copy  thereof,  duly  certified  as  a 
true  and  correct  copy  shall  be  furnished 
without  charge  to  any  person  who  as 
operator,  landlord,  tenant,  or  share¬ 
cropper,  is  interested  in  the  cotton  pro¬ 
duced  in  the  current  year  on  the  farm 
for  which  the  notice  is  given. 


§  722.8  Farm  marketing  excess  adjust¬ 
ment. 

(a)  Application  for  adjustment  in  the 
farm  marketing  excess.  Any  producer 
having  an  interest  in  the  cotton  pro¬ 
duced  in  the  current  year  on  a  farm 
with  a  farm  marketing  excess  may  apply 
in  writing  to  the  coTinty  committee  for  a 
downward  adjustment  of  the  farm 
marketing  excess  on  the  basis  of  the 
amount  of  cotton  produced  in  such  year 
on  the  farm.  Any  such  application  shall 
be  filed  with  the  county  committee  not 
later  than  the  earlier  of  (1)  60  days 
after  harvest  of  such  cotton  crop  is 
completed  on  the  farm  or  by  such  later 
date  as  is  approved  by  the  State  com¬ 
mittee  on  the  basis  of  a  recommendation 
by  the  county  committee  and  a  showing 
that  the  producer’s  failure  to  apply  for 
such  adjustment  within  the  60-day 
period  was  due  to  circumstances  beyond 
his  control  or  (2)  March  15  (June  15  for 
the  Southern  Area  of  Puerto  Rico)  of  the 
year  following  the  year  in  which  the  cot¬ 
ton  was  planted.  If  the  harvesting  of 
cotton  on  the  farm  has  not  been  com¬ 
pleted  by  March  15  (June  15  for  the 
Southern  Area  of  Puerto  Rico)  of  the 
year  following  the  year  in  which  the  cot¬ 
ton  was  planted  but  on  application  has 
been  timely  filed  under  this  paragraph, 
the  producer  may  request  the  county 
committee  to  provide  for  an  estimate  to 
be  made  of  the  amount  of  unharvested 
cotton  on  the  farm  in  order  that  a  final 
determination  of  the  actual  production 
on  the  farm  for  such  year  may  be  made. 
The  county  committee  shall  notify  the 
applicant  of  the  time  and  place  of  the 
hearing  regarding  his  application.  Un¬ 
less  application  for  an  adjustment  in 
the  farm  marketing  excess  is  made 
within  the  period  of  time  provided  for 
in  this  paragraph,  the  farm  marketing 
excess  as  determined  pursuant  to  §  722.6 
shall  be  final  as  to  the  .producers  on  the 
farm.  Notwithstanding  the  foregoing 
provisions  of  this  paragraph,  whenever 
the  county  committee  determines  that 
no  cotton  has  been  or  will  be  produced 
on  a  farm  with  a  farm  marketing  excess 
for  the  year  for  which  such  farm  market¬ 
ing  excess  is  determined,  the  county 
committee  may  adjust  the  farm  market¬ 
ing  excess  and  notify  the  operator  of 
such  adjustment,  as  provided  in  para¬ 
graph  (b)  of  this  section. 

(b)  County  committee  action  on  an 
application  for  adjustment  in  the  farm 
marketing  excess.  The  county  commit¬ 
tee  shall  consider  each  application  on  the 
basis  of  facts  known  by  or  made  available 
to  it  and  on  the  basis  of  such  evidence 
as  may  be  presented  to.it  by  the  appli¬ 
cant.  Official  measurement  of  the  cotton 
acreage  on  the  farm  for  the  crop  year  in 
question  must  have  been  made  before  the 
county  committee  approves  a  determina¬ 
tion  of  the  actual  production  of  cotton 
on  the  farm.  The  actual  production  of 
cotton  in  such  crop  year  on  any  farm 
shall  be  determined  in  view  of  the  rele¬ 
vant  facts,  including  the  measured  acre¬ 
age  planted  to  cotton  in  such  crop  year 
on  the  farm,  the  past  production  on  the 
farm,  the  actual  yields  per  acre  in  such 
crop  year  for  other  farms  in  the  com- 
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munity  which  are  similar  with  regard  to 
farming  practices  followed,  type  of  soil 
and  productivity;  the  harvesting,  gin¬ 
ning  and  sales  of  the  cotton  produced 
on  the  farm  in  such  crop  year;  and 
weather  conditions  and  other  factors  in 
such  crop  year  affecting  the  production 
of  cotton  on  the  farm  and  in  the  locality 
in  which  the  farm  is  situated.  In  the 
consideration  of  any  application  for  ad¬ 
justment  in  the  farm  marketing  excess 
the  producer  shall  have  the  burden  of 
proof.  The  evidence  presented  by  the 
applicant  may  be  in  the  form  of  written 
statements  or  other  documentary  evi¬ 
dence  or  of  oral  testimony  in  a  hearing 
before  the  county  committee  during  its 
consideration  of  the  application.  In 
order  to  expedite  the  consideration  of 
applications,  the  county  committee  shall 
receive,  in  advance  of  the  time  fixed  for 
consideration  of  the  application,  any 
written  statement  or  documentary  evi¬ 
dence  offered  by  or  on  behalf  of  the  ap¬ 
plicant,  and  the  application  may  be  dis¬ 
posed  of  upon  the  basis  of  such  state¬ 
ment  or  evidence,  together  with  any 
other  information  bearing  on  or  estab¬ 
lishing  the  facts,  which  is  available  to  the 
county  committee,  unless  the  applicant 
appears  before  the  county  committee  at 
the  time  fixed  for  consideration  of  the 
application  and  requests  a  hearing  for 
the  purpose  of  offering  additional  docu¬ 
mentary  evidence  or  oral  testimony,  in 
support  of  the  application.  Every  such 
hearing  shall  be  open  to  the  public.  The 
county  committee  shall  make  its  determi¬ 
nation  in  connection  with  each  applica¬ 
tion  not  later  than  five  calendar  days 
next  succeeding  the  day  on  which  the 
consideration  of  the  application  was  con¬ 
cluded.  The  determination  of  the  county 
committee  shall  be  in  writing  and  shall 
contain  (1)  a  concise  statement  of  the 
grounds  upon  which  the  applicant  sought 
an  adjustment  in  the  amount  of  the  farm 
marketing  excess,  (2)  a  concise  state¬ 
ment  of  the  findings  of  the  county  com¬ 
mittee  upon  the  question  of  fact  and  (3) 
the  determination  of  the  county  com¬ 
mittee  as  to  the  farm  marketing  quota, 
the  actual  production  of  cotton  on  the 
farm,  the  farm  marketing  excess,  and 
the  penalty  due  on  the  farm  marketing 
excess.  The  determination  made  by  the 
county  committee  under  this  paragraph 
shall  be  subject  to  approval  by  a  repre¬ 
sentative  of  the  State  committee.  A 
notice  showing  the  result  of  the  determi¬ 
nation  made  as  aforesaid,  shall  be  mailed 
to  the  operator  of  the  farm  and  also  to 
the  applicant  if  he  is  not  such  operator. 

(c)  Application  for  adjustment  in  the 
farm  marketing  excess  in  cases  where  the 
initial  notice  of 'farm  marketing  excess 
mailed  after  30  days  prior  to  expiration 
of  filing  period  established  under  para¬ 
graph  (a)  of  this  section.  Notwithstand¬ 
ing  the  provisions  of  paragraph  (a)  of 
this  section,  in  any  case  where  the  initial 
notice  of  farm  marketing  excess  is  mailed 
to  the  farm  operator  any  time  after  a 
date  which  is  30  days  prior  to  the  expira¬ 
tion  date  for  filing  application  for  the 
crop  year  under  paragraph  (a)  of  this 
section,  any  producer  having  any  interest 
in  the  cotton  produced  on  the  farm  in 
such  crop  year  may  apply  in  writing  to 
the  county  committee  for  a  downward 


adjustment  in  the  amount  of  the  farm 
marketing  excess  on  the  basis  of  the 
amount  of  cotton  produced  in  such  crop 
year  on  the  farm.  Any  such  application 
shall  be  filed  with  the  county  committee 
not  later  than  30  days  after  the  date  of 
mailing  of  such  notice  of  farm  market¬ 
ing  excess  to  the  farm  operator.  The 
county  committee  shall  keep  a  record  of 
each  application  so  made  and  the  date 
thereof.  The  county  committee  shall 
notify  the  applicant  of  the  time  and 
place  of  the  hearing  regarding  his  ap¬ 
plication.  Unless  application  for  an  ad¬ 
justment  in  the  farm  marketing  excess 
in  cases  prising  under  this  paragraph  is 
made  within  the  period  of  time  provided 
for  in  this  paragraph,  the  farm  market¬ 
ing  excess  as  determined  pursuant  to 
§  722.6  shall  be  final  as  to  the  producers 
on  the  farm.  The  procedures  provided 
in  paragraph  (b)  of  this  section  shall  be 
followed  to  the  extent  practicable  in 
cases  arising  under  this  paragraph. 

§  722.9  Publication  of  the  farm  allot¬ 
ment,  normal  yield,  marketing  quota 
and  marketing  excess. 

A  record  of  the  farm  allotment,  normal 
yield,  farm  marketing  quota  and  farm 
marketing  excess  established  for  farms 
in  the  county  shall  be  kept  readily  avail¬ 
able  in  the  office  of  the  county  commit¬ 
tee  for  public  inspection  for  a  period  of 
not  less  than  30  calendar  days.  At  the 
end  of  such  period,  the  records  shall  be 
filed  in  the  office  of  the  county  commit¬ 
tee  and  remain  readily  available  for  fur¬ 
ther  public  inspection.  Copies  of  notices, 
or  other  compilations  upon  which  the 
the  pertinent  data  are  shown  may  be 
used  for  this  purpose. 

§  722.10  Marketing  quotas  not  trans- 

.  ferable. 

A  farm  marketing  quota  established 
for  a  farm  may  not  be  assigned  or  other¬ 
wise  transferred  in  whole  or  in  part  to 
any  other  farm  except  as  specificially 
provided  in  the  applicable  acreage  allot¬ 
ment  regulations  for  release  and  reap¬ 
portionment  pursuant  to  section  344  of 
the  Act  and  transfer  of  allotments  pur¬ 
suant  to  section  378  of  the  Act.  Under 
sections  345  and  347  of  the  Act,  farm 
marketing  quotas  are  established  for 
each  crop  year  for  both  upland  and  extra 
long  staple  cotton.  The  farm  marketing 
quota  established  for  a  crop  of  upland 
cotton  may  notNbe  used  in  whole  or  in 
part  in  connection  with  the  marketing 
of  extra  long  staple  cotton  nor  may  the 
farm  marketing  quota  established  for 
a  crop  of  extra  long  staple  cotton  be 
used  in  whole  or  in  part  in  connection 
with  the  marketing  of  upland  cotton. 

§  722.11  Successors-in-interest. 

Any  person  who  succeeds  to  the  inter¬ 
est  of  a  producer  in  a  farm,  or  in  a  cotton 
crop  produced  on  a  farm,  for  which  a 
farm  marketing  quota  and  a  farm  mar¬ 
keting  excess  were  established,  including 
a  farm  on  which  cotton  was  planted  in 
a  crop  year  but  for  which  a  farm  cotton 
allotment  was  not  established  for  such 
crop  year,  shall,  to  the  same  extent  as 
his  predecessor,  be  entitled  to  all  the 
rights  and  privileges  incident  to  such 
marketing  quota  and  marketing  excess 


and  be  subject  to  the  penalty  on  the  farm 
marketing  excess  and  to  the  lien  on  the 
entire  crop  of  cotton  and  to  the  restric¬ 
tions  on  the  marketing  of  cotton.  How¬ 
ever,  a  successor  to  a  deceased  producer 
shall  not  be  personally  liable  for  an  un¬ 
paid  marketing  quota  penalty  incurred 
by  the  producer  prior  to  his  death,  but 
a  6uit  may  be  brought  to  enforce  the 
lien  for  the  penalty  against  the  cotton 
If  a  successor-in-interest  should  acquire 
from  a  deceased  producer  cotton  subject 
to  lien  for  the  penalty,  no  marketing  card 
or  marketing  certificate  shall  be  issued 
to  permit  the  successor-in-interest  to 
market  the  cotton  penalty  free  until  the 
penalty  has  been  satisfied. 

§  722.12  Review  of  quotas. 

Any  producer  who  is  dissatisfied  with 
the  farm  marketing  quota  and  farm  mar¬ 
keting  excess  determined  for  his  farm 
may,  by  making  application  in  writing 
within  15  days  after  the  mailing  to  him 
of  the  notice  provided  for  in  §  722.7  or 
§  722.8,  have  such  farm  marketing  quota 
and  farm  marketing  excess  reviewed  by 
a  review  committee  pursuant  to  section 
363  of  the  Act  and  the  Marketing  Quota 
Review  Regulations  set  forth  in  Part 
711  of  this  chapter,  a  copy  of  which  may 
be  obtained  from  the  county  committee. 

§  722.13  Exemption  for  publicly  owned 
agricultural  experiment  stations. 

The  farm  marketing  quota  and  pen¬ 
alty  shall  not  apply  to  the  marketing  of 
any  cotton  grown  for  experimental  pur¬ 
poses  only  on  a  farm  (a)  operated  by  a 
publicly  owned  agricultural  experiment 
station  and  produced  at  public  expense 
by  employees  of  the  experiment  station 
and  (b)  operated  by  a  person  under  a 
written  agreement  with  a  publicly  owned 
agricultural  experiment  station,  ap¬ 
proved  by  the  State  committee,  whereby 
the  experiment  station  bears  the  costs 
and  risks  of  production  of  the  cotton 
and  the  proceeds  of  the  crop  inure  to 
the  benefit  of  the  experiment  station. 
Farm  marketing  quotas  shall  apply  to 
any  other  cotton  produced  by  a  pub¬ 
licly  owned  agricultural  experiment 
station  which  is  not  produced  for  ex¬ 
perimental  purposes  only. 

§  722.14  Measurement  of  farms  and  dis¬ 
position  dates. 

The  county  committee  shall  provide 
for  measurement  each  crop  year  of  the 
acreage  planted  to  cotton  on  farms  in 
accordance  with  Part  718  of  this  chap¬ 
ter,  as  amended.  Notwithstanding  the 
disposition  of  acreage  dates  provided  in 
Part  718  of  this  chapter,  as  amended, 
the  following  disposition  of  acreage  dates 
for  determining  compliance  with  farm 
cotton  acreage  allotments  shall  govern, 
subject  only  to  the  extensions  of  time 
authorized  under  such  Part  718  of  this 
chapter. 

(a)  Fifteen  days  after  notice  of  meas¬ 
ured  acreage  is  mailed  to  the  operator 
in  the  following  States: 

Alabama.  Nevada. 

Florida.  'North  Carolina. 

Georgia.  South  Carolina. 

Kansas.  Tennessee. 

Kentucky.  Virginia. 

Mississippi.  Puerto  Rico. 
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(b)  Established  dates  in  following 
States  and  counties : 


Texas — Continued 
July  15;  Zone  4  counties: 


Texas — Continued 


Arizona 

Anderson. 

Kimble. 

Stonewall. 

Wichita. 

July  20; 

Zone  1  counties : 

Angelina. 

Lamar. 

Taylor. 

Wilbarger. 

Bandera. 

Lee. 

Terrell. 

Winkler. 

Maricopa. 

Pinal. 

Bastrop. 

Leon. 

Terry. 

Wise. 

Mohave. 

Yuma. 

Bell. 

Liberty. 

Throckmorton. 

Yoakum. 

August  15;  Zone  2  counties: 

Blanco. 

Bosque. 

Limestone. 

Llano. 

.  Upton. 

Ward. 

Young. 

Cochise. 

Gila. 

•Pima. 

Santa  Cruz. 

Bowie. 

Brazos. 

McLennan. 

Madison. 

September  1;  Zone  7  counties: 

Graham. 

Yavapai. 

Burleson. 

Marion. 

Armstrong. 

Lipscomb. 

Greenlee. 

• 

Burnet. 

Mason. 

Carson.  x 

Moore. 

0 

Alt  EC  AN  SAS 

Camp. 

Menard. 

Castro. 

Ochiltree. 

Cass. 

Milam. 

CoUingsworth. 

Oldham. 

July  15; 

all  counties: 

Cherokee. 

Montgomery. 

Dallam. 

Parmer. 

California 

Collin. 

Morris. 

Deaf  Smith. 

Potter. 

Comal. 

Nacogdoches. 

Donley. 

Randall. 

August  15;  Zone  1  counties: 

Fresno. 

Kern. 

Kings. 

Madera. 

September  1;  Zone  2  counties: 

Imperial.  Ban  Bernardino. 


Merced. 

San  Benito. 
Stanislaus. 
Tulare. 


Los  Angeles. 
Riverside. 


San  Diego. 
Illinois 

August  1;  all  counties. 

Louisiana 

August  1;  all  counties. 

Missouri 

August  1;  all  counties. 

New  Mexico 

August  10;  Zone  1  counties: 

Chaves. 

Dona  Ana. 

Eddy. 

Grant. 

Hidalgo. 

September  1;  Zone  2  counties: 

Bernalillo. 

Curry. 

De  Baca. 

Guadalupe. 

Harding. 

Oklahoma 
August  1;  all  counties. 

Texas 

June  1;  Zone  1  counties: 

Cameron.  Starr. 

Hidalgo.  ,  Willacy. 

June  15;  Zone  2  counties: 


Lea. 

Luna. 

Otero. 

Sierra. 


Ouay. 

Roosevelt. 

Socorro. 

Valencia. 


Aransas. 

Atascosa. 

Bee. 

Bexar. 

Brooks. 

Caldwell. 

Calhoun. 

De  Witt. 

Dimmit. 

Duval. 

Frio. 

Goliad. 

Gonzales. 

Guadalupe. 

Jim  Hogg. 

Jim  Wells. 

Karnes. 

Kenedy. 

July  l;  Zone  3  counties: 
Austin. 

Brazoria. 

Chambers. 

Colorado. 

Fort  Bend. 

Galveston. 


Kinney. 

Kleberg. 

La  Salle. 

Live  Oak. 

McMullen. 

Maverick. 

Medina. 

Nueces. 

Refugio. 

San  Patricio. 
Uvalde. 

Val  Verde. 

Victoria. 

Webb. 

Wilson. 

Zapata. 

Zavala. 


Harris. 

Jackson. 

Lavaca. 

Matagorda. 

Waller. 

Wharton. 


Cooke. 

Crockett. 

Dallas. 

Delta. 

Denton. 

Edwards. 

Ellis. 

PaUs. 

Fannin. 

Payette. 

Franklin. 

Freestone. 

Gillespie. 

Grayson. 

Gregg. 

Grimes. 

Hardin. 

Harrison. 

Hays. 

» Henderson. 
Hill. 

Hopkins. 

Houston. 

Hunt. 

Jasper. 

Jefferson. 

Johnson. 

Kaufman. 

Kendall. 

Kerr. 


Navarro. 

Newton. 

Orange. 

Panola. 

Polk. 

Rains. 

Real. 

Red  River. 
Robertson. 
Rockwall.  . 
Rusk. 

Sabine. 

San  Augustine. 
San  Jacinto. 
Schleicher. 
Shelby. 

Smith. 

Sutton. 

Tarrant. 

Titus. 

Travis. 

Trinity. 

Tyler. 

Upshur. 

Van  Zandt. 

Walker. 

Washington. 

Williamson. 

Wood. 


August  1;  Zone  5  counties: 


Brown. 

Coke. 

Coleman. 

Concho. 

Coryell. 

Hamilton. 


Lampasas. 
McCulloch. 
Mills. 
Runnels. 
San  Saba. 
Tom  Green. 


August  15;  Zone  6  counties: 


Andrews. 

Archer. 

Bailey. 

Baylor. 

Borden. 

Brewster. 

Briscoe. 

Callahan. 

Childress. 

Clay. 

Cochran. 

Comanche. 

Cottle. 

Crane. 

Crosby. 

Culberson. 

Dawson. 

Dickens. 

Eastland. 

Ector. 

El  Paso. 

Erath. 

Fisher. 

Floyd. 

Foard. 

Gaines. 

Garza. 

Glasscock. 

Hale. 

Hall. 

Hardeman. 

Haskell. 


Hockley. 

Hood. 

Howard. 

Hudspeth. 

Irion. 

Jaok. 

Jeff  Davis. 
Jones. 

Kent. 

King. 

Knox. 

Lamb. 

Loving. 

Lubbock. 

Lynn. 

Martin. 

Midland. 

Mitchell. 

Montague. 

Motley. 

Nolan. 

Palo  Pinto. 

Parker. 

Pecos. 

Presidio. 

Reagan. 

Reeves. 

Scurry. 

Shackelford. 

Somervell. 

Stephens. 

Sterling. 


Gray.  Roberts. 

Hansford.  Sherman. 

Hartley.  Swisher. 

Hemphill.  Wheeler. 

Hutchinson. 

Marketing  Cards,  Marketing  Certifi¬ 
cates  and  Loan  Documents 

§  722.15  Eligibility  for  and  issuance  of 
marketing  cards. 

(a)  Operators  eligible  to  receive  un¬ 
conditional  marketing  cards,  Form  MQ- 
76  upland  or  Form  MQ-76  ELS.  Except 
as  otherwise  provided  in  this  section,  the 
operator  or  an  official  of  a  publicly  owned 
agricultural  experiment  station  shall  be 
eligible  to  receive  an  unconditional  mar¬ 
keting  card,  MQ-76  upland  or  MQ-76 
ELS,  for  each  crop  of  cotton  if  for  such 
crop  (1)  no  farm  marketing  excess  is  de¬ 
termined  for  the  farm  or  (2)  an  amount 
equal  to  the  penalty  on  the  farm  market¬ 
ing  excess  has  been  paid,  except  that  a 
marketing  card  shall  not  be  issued  under 
subparagraph  (1)  or  (2)  of  this  para¬ 
graph  if  any  such  operator  or  any  pro¬ 
ducer  on  the  farm  has  on  hand  any  cot¬ 
ton  produced  in  a  previous  crop  year  on 
which  the  penalty  was  incurred  and  has 
not  been  paid.  If  the  farm  operator  does 
not  share  in  the  cotton  produced  on  the 
farm  such  operator  and  the  interested 
cotton  producer  shall  be  jointly  eligible 
to  receive  a  marketing  card. 

(b)  Operators  eligible  to  receive  con¬ 
ditional  marketing  cards.  Form  MQ-77 
upland  or  Form  MQ-77  ELS.  An  eligible 
farm  operator  interested  in  the  cotton 
production  on  a  farm  who  is  not  eligible 
for  price  support  or  who  is  eligible  for 
price  support  only  when  loan  documents 
are  prepared  in  the  county  office  shall  be 
eligible  to  receive  only  a  conditional  mar¬ 
keting  card  identified  as  Form  MQ-77  up¬ 
land  or  MQ-77  ELS. 

(c)  Multiple  farm  operators  eligible 
to  receive  marketing  cards.  Any  farm 
operator  who  is  a  cotton  producer  on 
more  than  one  farm  in  a  county  in  a 
crop  year  shall  not  be  eligible  to  receive  a 
marketing  card  for  any  such  farm  in  the 
county  for  such  crop  year  until,  in  ac¬ 
cordance  with  the  provisions  of  para¬ 
graph  (a)  or  (b)  of  this  section,  he  is 
eligible  to  receive  a  marketing  card  for 
each  of  such  farms.  Where  an  operator 
is  engaged  in  the  production  of  cotton  in 
more  than  one  county  in  the  same  year 
(in  the  same  State  or  two  or  more 
States) ,  the  same  limitations  as  set  forth 
herein  for  farms  within  the  same  county 
may  be  applied  to  all  such  farms 
wherever  situated  to  the  extent  deemed 
necessary  by  the  respective  county  com- 
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mittees  to  enforce  the  provisions  of  the 
act.  The  State  committee  may  require 
any  multiple  farm  operator  to  file  with 
it  a  list  of  all  farms  on  which  he  is  en¬ 
gaged  in  the  production  of  cotton,  to¬ 
gether  with  any  other  information 
deemed  necessary  to  enforce  the  provi¬ 
sions  of  the  act. 

(d)  Operators  to  whom  marketing 
cards  will  be  denied  to  enforce  the  pro¬ 
visions  of  the  act.  Notwithstanding  any 
other  -provisions  of  this  section,  the 
county  committee  shall  deny  any  farm 
operator  a  marketing  card  for  a  crop 
year  if  it  determines  that  such  action  is 
necessary  to  enforce  the  provisions  of  the 
act  and  the  Agricultural  Act  of  1949,  as 
amended,  in  such  crop  year  or  in  the 
event  one  or  more  producers  on  the  farm 
are  indebted  to  the  Commodity  Credit 
Corporation  or  another  agency  of  the 
United  States;  Provided,  That  in  case  of 
such  indebtedness  the  county  committee 
may  issue  such  producers  a  marketing 
card  identified  as  Form  MQ-77  upland  or 
MQ-77  ELS  with  an  “X”  or  other  mark 
entered  in  the  box  “Not  eligible  unless 
loan  documents  prepared  in  county 
office:”;  Provided  further.  That  the 
county  committee  shall  not  deny  any 
farm  operator  a  marketing  card  for  a 
crop  year  solely  because  such  farm  oper¬ 
ator  or  his  representative  has  failed  to 
sign  the  report  of  acreage  for  such  crop 
year. 

(e)  Preparation  and  issuance  of  mar¬ 
keting  cards.  A  marketing  card  shall  be 
issued  to  an  eligible  operator  in  accord¬ 
ance  with  paragraphs  (a)  through  (d)  of 
this  section,  for  each  farm  on  which 
cotton  is  produced.  If  the  operator  is  not 
interested  in  the  cotton  production  on 
the  farm  the  marketing  card  shall  be 
issued  jointly  to  the  operator  and  the 
producer  interested  in  the  cotton  produc¬ 
tion.  Two  or  more  marketing  cards  may 
be  issued  for  a  farm  if  the  county  office 
manager  determines  that  a  useful  pur¬ 
pose  will  be  served.  Each  marketing 
card  shall  be  serially  numbered  and  shall 
show: 

(1)  The  State  and  county  code  and 
farm  serial  number; 

(2)  The  name  and  address  of  the  farm 
operator  and  other  producer  where 
applicable; 

(3)  The  name  and  address  of  the 
county  office;  and 

(4)  The  actual  or  facsimile  signature 
of  the  county  office  manager. 

(f)  Designation  of  agent  to  use  mar¬ 
keting  card.  If  a  producer  designates  an 
agent  to  use  his  marketing  card,  he  shall 
file  with  the  county  committee  a  power  of 
attorney  covering  such  designation.  It 
shall  be  the  duty  of  the  buyer  to  ascertain 
that  such  a  power  of  attorney  is  on  file 
before  acquiring  cotton  from  any  pur¬ 
ported  agent  of  the  producer. 

(g)  Preparation  and  issuance  of  mar¬ 
keting  cards  to  experiment  station  offi¬ 
cials.  The  county  office  manager,  at  the 
request  of  an  official  of  a  publicly  owned 
experiment  station  having  cotton  exempt 
from  the  penalty  under  §  722.13,  shall 
issue  a  marketing  card  for  such  experi¬ 
ment  station. 


§  722.16  Marketing  certificates  and  loan 
documents. 

(a)  Use  of  marketing  certificate.  A 
marketing  certificate.  Form  MQ-91  Cot¬ 
ton,  shall  be  issued  to  a  producer  upon 
his  request  to  permit  the  marketing  of 
cotton  (1)  by  any  such  producer  (i)  who 
has  an  unexpired  marketing  card  for  use 
in  identifying  the  cotton  to  be  marketed 
or  is  eligible  to  receive  such  a  card  and 
who  desires  to  market  such  cotton  by 
telephone,  telegraph,  or  mail  where  it  is 
not  practicable  to  use  the  marketing 
card;  (ii)  who  desires  to  market  penalty 
free  cotton  which  he  has  on  hand  from 
any  prior  crop;  (iii)  who  desires  to  mar¬ 
ket  cotton  produced  by  him  on  a  farm 
with  no  farm  marketing  excess  but  he  is 
not  eligible  to  receive  a  marketing  card 
because  he  or  another  producer  on  such 
farm  is  also  a  cotton  producer  on  a  farm 
with  a  farm  marketing  excess  and  the 
penalty  has  not  been  paid;  (iv)  who  de¬ 
sires  to  market  his  share  of  the  cotton 
produced  on  a  farm  with  no  farm  mar¬ 
keting  excess  or  on  a  farm  on  which  the 
penalty  on  the  farm  marketing  excess 
has  been  paid  but  he  was  denied  a  mar¬ 
keting  card  by  the  county  committee 
because  it  deeVned  such  action  necessary 
to  enforce  the  provisions  of  the  act  or  (v) 
who  has  cotton  ready  for  market  from  a 
farm  on  which  the  acreage  planted  to 
cotton  has  not  been  determined  through 
no  fault  of  the  operator  or  other  producer 
on  the  farm  and  (2)  any  other  producer 
who  has  cotton  on  hand  not  subject  to 
penalty  or  on  which  the  penalty  has  been 
paid  and  such  producer  is  not  eligible  to 
receive  a  marketing  card  and  does  not 
have  a  loan  document  on  which  the  cot¬ 
ton  is  described.  Also,  certificates  shall 
be  issued  in  any  case  where  a  person  has 
loose  cotton  such  as  field  scrap  cotton, 
sample  trimmings,  floor  sweepings,  and 
cotton  picked  up  from  the  roadside  pro¬ 
vided  that  such  person  establishes  to  the 
satisfaction  of  the  county  committee  that 
such  cotton  was  acquired  through  nor¬ 
mal  off-farm  handling  or  trade  customs, 
was  field  scrap  cotton,  was  waste  cotton 
picked  up  on  the  roadside  or  similar  loca¬ 
tion,  or  was  acquired  in  some  other  simi¬ 
lar  manner. 

(b)  Preparation  and  delivery  of  mar¬ 
keting  certificates.  Each  marketing  cer¬ 
tificate  shall  show  (1)  the  name  and 
address  of  the  person  to  whom  issued, 
(2)  the  county  and  State  and  farm  serial 
number,  when  applicable,  (3)  the  serial 
number  of  the  marketing  card  issued  for 
the  farm  if  applicable  and  the  crop  year 
in  which  the  cotton  was  produced,  (4) 
the  description  and  amount  of  the  cotton 
to  be  marketed,  (5)  the  signature  of  the 
producer  or  owner  and  the  date  thereof, 
and  (6)  the  actual  or  facsimile  signature 
of  the  county  office  manager.  The  coun¬ 
ty  committee,  for  each  crop  year,  shall 
estimate  the  production,  or  determine 
the  actual  production,  on  each  farm  for 
which  a  marketing  card  has  not  been  is¬ 
sued  and  for  which  marketing  certifi¬ 
cates  are  likely  to  be  requested  and  mar¬ 
keting  certificates  shall  not  be  issued  for 
an  amount  in  excess  of  such  estimated  or 
actual  production.  The  “buyer’s  copy”, 
“producer’s  copy”,  and  “county  office 


copy”  of  the  marketing  certificate  shall 
be  delivered  to  the  person  to  whom  is¬ 
sued,  and  such  person,  upon  marketing 
the  cotton,  shall  deliver  all  such  copies 
to  the  buyer. 

(c)  Use  of  loan  documents  in  lieu  of 
marketing  certificates  to  identify  carry¬ 
over  CCC  loan  cotton.  Any  producer  who 
desires  to  sell  his  equity  in  carry-over 
cotton  which  is  pledged  as  collateral  se¬ 
curity  for  a  Commodity  Credit  Corpora¬ 
tion  loan  or  to  sell  carry-over  cotton  on 
which  such  a  loan  has  been  repaid  may, 
as  provided  in  §  722.22,  identify  such 
cotton  as  being  penalty-free  by*  present¬ 
ing  to  the  buyer  thereof  a  loan  document 
covering  such  cotton,  and  the  buyer  shall 
accept  such  document  as  evidence  to  him 
that  the  cotton  described  therein  is  not 
subject  to  the  penalty  or  the  lien  for  the 
penalty. 

§  722.17  Lost,  destroyed,  or  stolen  mar- 
keting  cards  or  marketing  certifi¬ 
cates. 

(a)  Report  of  loss,  destruction,  or 
theft.  In  case  a  marketing  card  or  mar¬ 
keting  certificate  delivered  to  a  producer 
is  lost,  destroyed,  or  stolen,  any  person 
having  knowledge  thereof  shall,  insofar 
as  he  is  able,  immediately  notify  the 
county  committee  of  the  following:  (1) 
The  name  of  the  producer  to  whom  the 
marketing  card  or  certificate  was  issued; 
(2)  the  serial  number  of  the  marketing 
card  or  certificate;  and  (3)  whether  in 
his  knowledge  or  judgment  it  was  lost, 
destroyed,  or  stolen  and  by  whom. 

(b)  Investigation  and  findings  by 
county  office  manager  and  county  com¬ 
mittee.  If  the  county  office  manager 
finds  that  an  unexpired  marketing  card 
or  certificate  issued  to  a  producer  has 
been  lost,  destroyed,  or  stolen,  he  shall 
investigate  to  determine  whether  there 
has  been  any  collusion  or  connivance  on 
the  part  of  the  producer  to  or  for  whom 
the  marketing  card  or  certificate  was  is¬ 
sued  to  fraudulently  obtain  a  second 
marketing  card  or  certificate.  If  investi¬ 
gation  discloses  no  evidence  of  collusion 
or  connivance,  a  replacement  marketing 
card  or  certificate  may  be  issued  to  the 
producer  by  the  county  office  manager 
and  a  notice  in  writing  canceling  the  lost, 
destroyed,  or  stolen  marketing  card  or 
certificate  shall  be  signed  by  the  county 
office  manager  and  delivered  to  such  pro¬ 
ducer  or  mailed  to  the  last  known  ad¬ 
dress  of  such  producer.  Where  circum¬ 
stances  appear  to  warrant  investigation 
by  the  county  committee  before  a  re¬ 
placement  marketing  card  or  certificate 
is  issued,  the  case  should  be  referred  to 
the  county  committee  for  a  determina¬ 
tion  as  to  the  action  to  be  taken.  Each 
marketing  card  or  certificate  issued  under 
this  section  shall  bear  across  its  face  in 
bold  letters  the  word  “Duplicate.” 
case  the  lost,  destroyed,  or  stolen  mar¬ 
keting  card  or  certificate  is  not  recovered 
promptly,  the  county  office  manager 
shall  notify  the  ginner-buyers,  buyers, 
and  Commodity  Credit  Corporation  loan 
clerks  in  the  county  or  in  the  immediate 
market  area  that  the  marketing  card  or 
certificate  has  been  canceled  and  that  a 
duplicate  has  been  issued.  A  report  of 
the  findings  and  action  of  the  county 
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office  manager  and  of  any  action  by  the  ] 
county  committee  shall  be  kept  among  ' 
the  county  office  records.  Any  person  . 
coming  into  possession  or  control  of  a  ] 
marketing  card  or  certificate  which  has 
been  canceled  shall  immediately  return 
it  to  the  county  office  which  issued  it. 

§  722.18  Cancellation  of  marketing  cards 

and  marketing  certificates. 

When  any  marketing  card  or  market¬ 
ing  certificate  was  erroneously  issued  or 
the  county  committee  determines  that 
a  marketing  card  has  been  or  will  be 
misused,  the  producer  to  whom  issued 
shall  be  requested  to  return  it  to  the 
county  office  and  upon  its  being  returned 
it  shall  be  canceled.  Without  awaiting 
its  return,  the  county  office  manager 
shall  notify  the  producer  in  writing  at 
his  last  known  address  that  it  is  void 
and  of  no  effect.  The  county  office  man¬ 
ager  shall  notify  the  ginner-buyers, 
buyers  and  Commodity  Credit  Corpora¬ 
tion  loan  clerks  in  the  county  or  in  the 
immediate  market  area  that  the  mar¬ 
keting  card  or  certificate  has  been  can¬ 
celed.  A  copy  of  the  notipe,  containing 
a  notation  thereon  of  the  date  of  mail¬ 
ing,  shall  be  kept  among  the  records  of 
the  county  office.  Any  producer  whose 
marketing  card  is  canceled  under  this 
section  shall,  upon  his  request,  be  is¬ 
sued  marketing  certificates  in  accord¬ 
ance  with  §  722.16(a). 

§722.19  Time  and  manner  of  identifi¬ 
cation. 

Each  producer  of  cotton  may,  at  the 
time  he  markets  any  cotton,  identify  the 
cotton  to  the  buyer,  by  a  marketing  card, 
marketing  certificate  or  loan  document 
as  not  subject  to  the  penalty  provided 
in  §  722.24  and  the  lien  for  the  penalty 
as  provided  in  §  722.25  and  any  such  cot¬ 
ton  not  so  identified  shall  be  taken  as 
being  subject  to  the  penalty  and  the 
lien  for  the  penalty  as  provided  in 
1 722.23. 

§  722.20  Identification  by  marketing 
card. 

A  marketing  card  Form  MQ-76 — Up¬ 
land  or  Form  MQ-77 — Upland  for  upland 
cotton  or  Form  MQ-76 — ELS  or  Form 
MQ-77— ELS  for  extra  long  staple  cot¬ 
ton,  when  presented  to  the  buyer  by  the 
producer  to  whom  issued,  shall  be  evi¬ 
dence  to  the  buyer  that  the  cotton  pro¬ 
duced  on  the  farm  in  the  crop  year  for 
which  the  marketing  card  was  issued 
may  be  purchased  without  collection,  de¬ 
duction,  or  payment  of  the  penalty,  and 
that  such  cotton  is  not  subject  to  the 
lien  for  the  penalty. 

§  722.21  Identification  by  marketing 
certificate. 

A  marketing  certificate,  Form  MQ-91 
(Cotton),  when  presented  to  the  buyer 
by  the  producer  to  whom  issued,  shall 
be  evidence  to  the  buyer  that  the  cotton 
described  on  such  certificate  may  be 
Purchased  without  the  collection,  deduc- 
tion,  or  payment  of  the  penalty,  and 
“mt  such  cotton  is  not  subject  to  the 
hen  for  the  penalty. 

§  722.22  Identification  by  loan  docu¬ 
ment. 

PrA  l°an  document  (the  Original  or 
Producer's  Copy)  Cotton  Producer’s 


Note,  Form  CCC  Cotton  A;  Release  of 
Warehouse  Receipts,  Form  CCC  Cotton 
AA;  or  Form  CCC  Cotton  G-l,  when 
presented  to  the  buyer  by  the  producer 
in  whose  favor  it  is  drawn  shall  be  evi¬ 
dence  to  the  buyer  that  the  carry-over 
cotton  described  in  such  loan  document 
may  be  purchased  without  the  collection, 
deduction,  or  payment  of  the  penalty, 
and  that  such  cotton  is  not  subject  to 
the  lien  for  the  penalty. 

§  722.23  Colton  not  identified  by  a  mar¬ 
keting  card,  marketing  certificate,  or 
loan  document. 

All  cotton  marketed  by  a  producer 
which  is  not  identified  by  a  marketing 
card,  marketing  certificate,  or  loan  doc¬ 
ument,  as  provided  in  §  722.20,  §  722.21, 
or  §  722.22  shall  be  presumed  to  be  sub¬ 
ject  to  penalty  and  lien  for  the  penalty 
and  shall  be  taken  by  the  buyer  thereof 
as  subject  to  penalty  at  the  rate  pre¬ 
scribed  in  §  722.24  and  to  the  lien  for 
the  penalty.  All  cotton  purchased  or 
acquired  by  a  person  which  is  not  iden¬ 
tified  by  a  marketing  card,  marketing 
certificate,  or  loan  document  shall  be 
presumed  to  have  been  marketed  by  a 
producer  unless  it  is  established  that 
such  cotton  was  purchased  or  acquired 
from  a  person  other  than  the  producer 
thereof.  The  buyer  shall  report  the 
purchase  of  all  such  unidentified  cotton 
on  Form  MQ-82  (Cotton)  and  shall  re¬ 
mit  to  the  county  committee  the  penalty 
collected,  or  deducted  from  the  purchase 
price  of  the  cotton. 

Penalty 


§  722.24  Rate  of  penalty. 

(a)  Upland  cotton.  The  rate  of  pen¬ 
alty  for  upland  lint  cotton  is  50  percent 
of  the  parity  price  for  upland  cotton 
as  of  June  15  of  the  year  in  which  the 
cotton  is  planted,  as  provided  in  section 
346(a)  of  the  act. 

(b)  Extra  long  staple  cotton.  The 
rate  of  penalty  for  extra  long  staple  lint 
cotton  is  the  higher  of  50  percent  of  the 
parity  price  for  ELS  cotton  as  of  June  15 
of  the  year  in  which  the  ELS  cotton  is 
planted,  or  50  percent  of  the  support 
price  for  such  crop  of  ELS  cotton  as  pro¬ 
vided  in  sections  346(a)  and  347(c)  of 
the  act. 

(c)  Section  722.46  will  be  amended 
annually  to  set  forth  the  exact  rate  of 
the  penalty  for  upland  and  ELS  cotton 
for  each  year. 

§  722.25  Lien  for  the  penalty. 

(a)  Upland  cotton.  Until  the  penalty 
on  the  farm  marketing  excess  of  upland 
cotton  for  any  crop  year  is  paid,  all  up¬ 
land  cotton  produced  on  the  farm  in 
such  crop  year  and  marketed  shall  be 
subject  to  the  penalty  at  the  rate  pre¬ 
scribed  in  §  722.24(a)  for  upland  cotton 
and  a  lien  on  such  entire  crop  of  upland 
cotton  produced  on  the  farm  shall  be  in 
effect  in  favor  of  the  United  States. 

(b)  Extra  long  staple  cotton.  Until 
the  penalty  on  any  farm  marketing  ex¬ 
cess  of  ELS  cotton  for  any  crop  year  is 
paid,  all  ELS  cotton  produced  on  the 
farm  in  such  crop  year  and  marketed 
shall  be  subject  to  the  penalty  at  the 
rate  prescribed  in  §  722.24(b)  for  ELS 
cotton  and  a  lien  on  such  entire  crop  of 
ELS  cotton  produced  on  the  farm  shall 


be  in  effect  in  favor  of  the  United  States. 
Notwithstanding  the  definition  of  ELS 
cotton  in  §  722.4(b)  (11) ,  the  lien  in  favor 
of  the  United  States  under  this  para¬ 
graph  applies  to  the  varieties  of  cotton 
named  in  such  definition  wherever  grown 
in  the  United  States. 

§  722.26  Interest  on  unremitted  penalty. 

The  person  liable  for  the  payment  or 
collection  of  the  penalty  shall  be  liable 
also  for  interest  on  the  amount  of 
penalty  which  is  not  remitted  in  accord¬ 
ance  with  §  722.27  (b) ,  (d) ,  or  §  722.28 
(e),  as  the  case  may  be,  at  the  rate  of 
6  percent  per  annum  from  the  final  date 
for  remitting  the  penalty  until  the  date 
such  penalty  is  remitted.  The  computa¬ 
tion  of  interest  on  any  penalty  due  shall 
be  made  beginning  with  the  day  follow¬ 
ing  the  final  date  for  remitting  the 
penalty. 

§  722.27  Payment  of  penalty  by  pro¬ 
ducers. 

(a)  Producer  liable  for  payment  of 
penalty.  Each  producer  having  an  in¬ 
terest  in  the  crop  of  cotton  on  any  farm 
produced  in  a  crop  year  for  which  a  farm 
marketing  excess  has  been  determined 
shall  be  liable  for  the  entire  amount  of 
the  penalty  on  the  farm  marketing  ex¬ 
cess.  The  amount  of  the  penalty  which 
any  producer  shall  pay  shall  nevertheless 
be  reduced  by  the  amount  of  the  penalty 
which  is  paid  by  another  producer  or  a 
buyer  of  cotton  produced  on  the  farm. 

(b)  Time  when  penalty  becomes  due 
and  payable.  The  farm  marketing  ex¬ 
cess  for  a  farm  shall  be  regarded  as 
available  for  marketing  and  the  penalty 
thereon  shall  become  due  at  the  time  any 
cotton  produced  on  the  farm  is  harvested 
or  is  available  for  harvest.  The  amount 
of  the  penalty  on  the  farm  marketing 
excess  for  any  farm  shall  be  remitted  on 
the  date  it  becomes  due  or  not  later  than 
March  15  of  the  year  following  the  year 
in  which  the  cotton  was  planted,  even 
though  the  cotton  is  not  harvested: 
Provided,  That  the  penalty  on  any  bale 
or  lot  of  cotton  marketed  (1)  from  a 
farm  for  which  the  penalty  on  the  farm 
marketing  excess  has  not  been  paid  or 
(2)  without  being  properly  identified  by 
a  marketing  card,  marketing  certificate, 
or  loan  document  as  provided  in  §  722.20, 
§  722.21,  or  §  722.22  shall  be  due  on  the 
date  of  such  marketing  and  shall  be  re¬ 
mitted  not  later  than  seven  calendar 
days  next  succeeding  the  end  of  the 
calendar  week  in  which  the  cotton  was 
marketed. 

(c)  Apportionment  of  the  penalty. 
The  county  committee  may,  upon  appli¬ 
cation  of  any  producer  made  prior  to  the 
expiration  of  the  time  allowed  for  remit¬ 
ting  the  penalty  on  the  farm  marketing 
excess,  determine  his  proportionate  share 
of  the  penalty  on  the  farm  marketing  ex¬ 
cess,  if  pursuant  to  the  application,  the 
producer  establishes  that  he  is  unable  to 
arrange  with  other  producers  on  the  farm 
for  the  payment  of  the  penalty  on  the 
entire  farm  marketing  excess,  that  his 
share  of  the  cotton  crop  produced  on  the 
farm  is  marketed  by  him  separately,  and 

,*■  that  he  exercises  no  control  over  the 
marketing  of  the  shares  of  the  other  pro¬ 
ducers  in  the  cotton  crop.  The  produc¬ 
er’s  proportionate  share  of  the  penalty  on 
the  farm  marketing  excess  shall  be  that 
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proportion  of  the  entire  penalty  on  the 
farm  marketing  excess  which  his  share  in 
the  cotton  produced  on  the  farm  hi  the 
crop  year  bears  to  the  total  amount  of 
cotton  produced  on  the  farm  in  such  crop 
year.  When  the  producer  pays  his  pro¬ 
portionate  share  of  the  penalty,  he  shall 
be  entitled  to  receive  marketing  certifi¬ 
cates  issued  in  accordance  with  §  722.16 
for  his  share  of  the  cotton  crop  produced 
on  the  farm  in  such  crop  year:  Provided, 
That  the  producer  shall  remain  liable  for 
the  remainder  of  the  penalty  on  the  farm 
marketing  excess,  notwithstanding  any 
apportionment  under  this  paragraph. 

(d)  Time  when  penalty  becomes  due 
in  cases  where  the  initial  notice  of  farm 
marketing  quota  and  farm  marketing  ex¬ 
cess  mailed  after  30  days  prior  to  time 
when  penalty  would  become  due  under 
paragraph  (b)  of  this  section.  Notwith¬ 
standing  the  provisions  of  paragraph  (b) 
of  this  section,  in  any  case  where  the  ini¬ 
tial  notice  of  farm  marketing  quota  and 
farm  marketing  excess  is  mailed  to  the 
farm  operator  any  time  after  a  date 
which  is  30  days  prior  to  the  time  when 
penalty  would  become  due  under  para¬ 
graph  (b)  of  this  section,  the  penalty  on 
the  farm  marketing  excess  shall  become 
due  30  days  after  mailing  of  such  notice 
of  farm  marketing  quota  and  farm  mar¬ 
keting  excess  to  the  farm  operator. 

§  722.28  Payment  of  penalty  by  buyers. 

(a)  Buyers  liable  for  payment  of  pen¬ 
alty.  Each  person  within  the  United 
States  who  buys  or  acquires  from  the 
producer  any  cotton  subject  to  the  lien 
for  the  penalty  shall  be  liable  for  and 
shall  pay  the  penalty  thereon.  Cotton 
shall  be  presumed  to  be  subject  to  the 
lien  for  the  penalty  unless  the  producer 
presents  to  the  buyer  a  marketing  card 
(Form  MQ-76  Upland,  Form  MQ-77  Up¬ 
land,  Form  MQ-76,  ELS,  Form  MQ-77 
ELS),  a  marketing  certificate  (Form 
MQ-91  Cotton),  or  a  loan  document  as 
provided  in  §§  722.20,  722.21,  and  722.22. 

(b)  Payment  of  penalty  on  account  of 
lien  for  the  penalty.  Each  person  within 
the  United  States  who  buys  or  acquires 
cotton  from  the  producer  which  is  sub¬ 
ject  to  the  lien  for  the  penalty  shall  pay 
the  amount  of  the  penalty  on  each  pound 
thereof  in  satisfaction  of  the  lien 

.  thereon.  v 

(c)  Time  when  penalty  becomes  due. 
The  penalty  to  be  paid  by  any  buyer  pur¬ 
suant  to  paragraphs  (a)  and  (b)  of  this 
section  shall  become  due  at  the  time  the 
cotton  is  marketed  and  shall  be  premit- 
ted  not  later  than  seven  calendar  days 
next  succeeding  the  end  of  the  calendar 
week  in  which  the  cotton  was  marketed. 
Cotton  shall  be  deemed  to  be  sold  when 
either  title  to  or  actual  or  constructive 
possession  of  the  cotton  is  delivered  by 
or  on  behalf  of  the  producer  or  any  part 
of  the  purchase  price  is  paid.  Cotton 
shall  be  deemed  to  have  been  marketed 
by  barter  or  exchange  when  it  is  deliv¬ 
ered  to  another  person  by  actual  or  con¬ 
structive  delivery  or  such  person  has  re¬ 
ceived  any  part  of  the  property,  goods, 
or  services  for  which  the  cotton  is  being 
bartered  or  exchanged.  Cotton  shall  be 
deemed  to  have  been  marketed  by  gift 
inter  vivos  when  there  is  actual  or  con¬ 
structive  delivery  of  the  cotton  to  an¬ 


other  person  during  the  lifetime  of  the 
producer.  Cotton  shall  be  deemed  to 
have  been  marketed  in  processed  form 
when  the  producer,  or  some  person  on 
his  behalf,  converts  cotton  into  an  article 
of  trade  and  thereby  causes  the  cotton  to 
lose  its  identity  as  lint  cotton.  An  ar¬ 
ticle  of  trade  is  any  article  made  in  whole 
or  in  part  from  cotton  for  the  purpose 
of  marketing  such  article. 

(d)  Manner  of  deducting  penalty  and 
issuance  of  receipts.  The  buyer  may  de¬ 
duct  from  the  price  paid  for  any  cotton 
amount  equivalent  to  the  amount  of 
the  penalty  to  be  paid  by  the  buyer 
pursuant  to  paragraphs  (a)  and  (b)  of 
this  section.  Any  buyer  who  deducts 
an  amount  equivalent  to  the  penalty 
shall  issue  to  the  person  from  whom  the 
cotton  was  purchased  a  receipt  for  the 
amount  so  deducted  which  shall  be  on 
Form  HQ-82-Cotton. 

§  722.29  Remittance  of  penalty  to  the 
County  Office  Manager. 

The  county  office  manager  for  and  on 
behalf  of  the  Secretary  shall  receive  the 
penalty  and  any  interest  due  thereon 
and  issue  a  receipt  therefor  to  the  per¬ 
son*  remitting  the  penalty  as  required 
be  established  fiscal  procedure.  The 
penalty  and  interest  shall  be  remitted 
only  in  legal  tender,  or  by  check,  draft, 
or  money  order  drawn  payable  to  the 
order  of  Agricultural  Stabilization  and 
Conservation  Service,  U.S.D.A.  All 
checks,  drafts,  or  money  orders  tendered 
in  payment  of  the  penalty  and  interest 
shall  be  received  by  the  county  office 
manager  subject  to  collection  and  pay¬ 
ment  at  par. 

§  722.30  Deposit  of  funds. 

All  funds  received  by  the  county  office 
manager  in  connection  with  penalties  for 
cotton  shall  be  scheduled  and  trans¬ 
mitted  by  him  on  the  day  received  or  not 
later  than  the  morning  of  the  next  suc¬ 
ceeding  business  day,  to  the  State  com¬ 
mittee,  which,  in  accordance  with  ap¬ 
plicable  instructions,  shall  cause  such 
funds  to  be  deposited  to  the  credit  of  the 
Treasurer  of  the  United  States.  In  the 
event  the  funds  so  received  are  in  the 
form  of  cash,  the  county  office  manager 
shall  deposit  such  cash  in  the  county 
committee  bank  account  and  issue  a 
check  in  the  amount  thereof  payable  to 
the  Agricultural  Stabilization  and  Con¬ 
servation  Service,  U.S.D.A.,  and  trans¬ 
mit  such  check  to  the  State  committee. 
The  county  office  manager  shall  make 
and  keep  a  record  of  each  amount  re¬ 
ceived  by  him,  showing  the  name  of  the 
person  who  remitted  the  funds,  the 
identification  of  the  farm  or  farms  for 
which  the  funds  were  remitted,  and  the 
names  of  the  persons  who  marketed  the 
cotton  in  connection  with  which  the 
funds  were  remitted. 

§  722.31  Refunds  of  money  in  excess  of 
the  penalty. 

(a)  Determination  of  refunds.  The 
county  committee  and  the  county  office 
manager,  upon  their  own  motion  or  upon 
the  request  of  any  interested  person, 
shall  review  the  amount  of  money  re¬ 
ceived  in  connection  with  the  penalty 
for  any  farm  to  determine  for  each  pro¬ 
ducer  the  amount  thereof,  if  any,  which 


Is  In  excess  of  the  penalty  incurred.  The 
excess  amount  shall  be  refunded.  Any 
refund  shall  be  made  only  to  persons  who 
bore  the  burden  of  the  payment  and  who 
have  not  been  reimbursed  therefor.  The 
excess  sum  shall  be  first  applied,  insofar 
as  the  sum  will  permit,  so  as  to  make  re¬ 
funds  to  eligible  persons  other  than  pro¬ 
ducers  and  the  remainder,  if  any,  shall 
be  applied  so  as  to  make  refunds  to  the 
eligible  producers.  No  refund  shall  be 
made  to  any  buyer  of  any  amount  which 
he  collected  from  the  producer,  deducted 
from  the  price  or  other  consideration  for 
the  cotton  or  for  which  he  was  liable. 

(b)  Certification  of  refunds.  A  mem¬ 
ber  of  the  county  committee,  or  the  coun¬ 
ty  office  manager  shall  notify  the  State 
committee  of  the  amount  which  the 
county  committee  determines  may  be 
refunded  to  each  person  with  respect  to 
the  farm,  and  the  State  committee  shall 
cause  to  be  certified  to  the  appropriate 
Disbursing  Officer  of  the  Treasury  De¬ 
partment  for  payment  such  amounts  as 
are  approved  by  it.  No  refund  of  money 
shall  be  certified  under  this  section  un¬ 
less  the  money  has  been  collected  and 
transmitted  to  the  State  committee  but 
has  not  been  covered  into  the  general 
fund  of  the  Treasury  of  the  United 
States. 

§  722.32  Refund  of  penalty  erroneously, 
illegally,  or  wrongfully  collected. 

Whenever  a  claim  for  refund  of  any 
sum  of  money  erroneously,  illegally,  or 
wrongfully  collected  as  a  penalty  with 
respect  to  cotton  is  duly  filed  in  accord¬ 
ance  with  section  372  of  the  act  and 
the  regulations  pertaining  to  Refunds 
of  Penalties  Erroneously,  Illegally,  or 
Wrongfully  Collected  with  Respect  to 
Marketing  in  Excess  of  Marketing  Quotas 
(§§  714.21  to  714.28  of  this  chapter;  13 
F.R.  6210,  October  22,  1948;  19  F.R.  395, 
January  22,  1954),  as  amended,  and  a 
determination  is  duly  made  that  a  part 
or  all  of  the  penalty  was  erroneously,  il¬ 
legally,  or  wrongfully  collected,  a  refund 
of  such  penalty  or  part  thereof  shall  be 
made  as  provided  in  the  regulations  per¬ 
taining  to  refunds  of  penalties  (§§  714.21 
to  714.28  of  this  chapter) . 

§  722.33  Report  of  violations  and  court 
proceedings  to  collect  penalty. 

The  county  office  manager  shall  re¬ 
port  in  writing  to  the  State  executive 
director  each  case  of  failure  or  refusal  to 
pay  the  penalty  or  to  remit  the  same  as 
provided  in  §§  722.1  to  722.60  to  the 
county  office  manager  when  collected. 
The  State  executive  director  shall  report 
each  such  case  in  writing  to  the  Office 
of  the  General  Counsel  of  the  United 
States  Department  of  Agriculture,  in  ac¬ 
cordance  with  instructions  issued  by  the 
deputy  administrator,  with  a  view  to  the 
institution  of  proceedings  by  the  United 
States  Attorney  for  the  appropriate  dis¬ 
trict,  under  the  direction  of  the  Attorney 
General  of  the  United  States,  to  collect 
the  penalties  as  provided  in  section  376 
of  the  act. 

Records  and  Reports 
§  722.34  Records  to  be  kept  and  reports 
to  be  made  by  ginners. 

(a)  Necessity  for  records  and  reports. 
Each  ginner  shall,  in  conformity  with 
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section  373(a)  of  the  act,  keep  the  rec¬ 
ords  and  make  the  reports  prescribed  by 
this  section  which  the  Secretary  hereby 
finds  to  be  necessary  to  enable  him  to 
carry  out,  with  respect  to  cotton,  the 
provisions  of  the  act. 

(b)  Ginner’s  record  of  cotton  ginned. 
Each  ginner  shall  keep,  for  each  crop 
year,  as  a  part  of  or  in  addition  to  the 
records  maintained  by  him  in  the  con¬ 
duct  of  his  business,  a  record  showing 
with  respect  to  each  bale,  and  each  lot 
cl  cotton  less  than  a  bale,  ginned  by 
him  the  following  information:  (1)  the 
date  of  ginning;  (2)  the  name  of  the 
operator  of  the  farm  on  which  the  cot¬ 
ton  was  produced;  (3)  the  name  of  the 
producer  of  the  cotton;  (4)  the  name 
and  address  of  the  person  who  delivered 
the  cotton  to  the  gin  in  those  cases  where 
the  ginner  has  doubt  as  to  the  accuracy 
of  the  name  of  the  farm  operator  or 
producer  of  the  cotton  as  furnished;  (5) 
the  county  and  State  in  which  the  farm 
on  which  the  cotton  was  produced  is 
located;  (6)  the  gin  bale  number  or  mark 
or  other  identification;  (7)  the  serial 
number  of  the  gin  ticket  or  receipt  pre¬ 
pared  or  issued  by  the  ginner;  and  (8) 
the  gross  weight  of  each  bale  of  cotton 
and  the  net  weight  of  each  lot  of  lint 
cotton  less  than  a  bale  ginned  by  the 
ginner. 

(c)  Requests  for  reports.  Each  gin¬ 
ner,  upon  written  request  of  the  State 
committee,  State  executive  director,  or 
county  committee,  shall  make  a  report 
showing  the  information  provided  for  in 
this  section,  or  any  part  thereof  as  speci¬ 
fied  in  the  request,  with  respect  to  cotton 
ginned  for  the  person  or  persons  specified 
in  the  request  or  for  the  period  of  time 
specified  in  the  request.  This  report 
shall  be  filed  not  later  than  the  date 
designated  by  the  State  committee. 
State  executive  director,  or  county  com¬ 
mittee  in  the  written  request  for  such 
report. 

(d)  Manner  of  submitting  reports. 
The  county  office  manager  designated  in 
the  request  for  such  report,  or  his  suc¬ 
cessor  in  office,  is  hereby  authorized  and 
empowered  to  receive  each  such  report 
on  behalf  of  the  Secretary.  Each  re¬ 
port  shall  be  mailed  or  delivered  directly 
to  the  said  bounty  office  manager. 

§  722.35  Records  to  be  kept  and  reports 
to  be  made  by  buyers. 

(a)  Necessity  for  records  and  reports. 
Each  person  who  buys  or  acquires  seed 
cotton  or  lint  cotton  from  the  producer 
thereof,  in  conformity  with  section  373 
(a)  of  the  act,  shall  keep  the  records 
and  make  the  reports  prescribed  by  this 
section  which  the  Secretary  hereby  finds 
to  be  necessary  to  enable  him  to  carry 
out,  with  respect  to  cotton,  the  provi¬ 
sions  of  the  act. 

(b)  Nature  of  records.  Each  buyer 
shall  keep  for  each  crop  year,  as  a  part 
of  or  in  addition  to  the  records  main¬ 
tained  by  him  in  the  conduct  of  his  busi¬ 
ness,  a  record  which  shall  show  with  re¬ 
spect  to  each  bale  of  cotton,  and  each  lot 
of  cotton  less  than  a  bale,  which  is  pur- 

as®d  by  him  from  the  producer  there¬ 
of  the  following  information:  (1)  The 
name  and  address  of  the  producer  from 


whom  the  cotton  was  purchased;  (2)  the 
date  on  which  the  cotton  was  purchased; 
(3)  the  original  gin  bale  number  or  if 
there  is  no  gin  bale  number,  the  gin  bale 
mark  or  other  information  showing  the 
origin  or  source  of  the  cotton  and  in  the 
case  of  seed  cotton  purchased,  the  num¬ 
ber  of  pounds  of  seed  cotton  and  the 
known  or  estimated  amount  of  lint  in 
such  seed  cotton;  (4)  the  number  of 
pounds  of  lint  cotton  in  each  bale,  and 
each  lot  of  lint  cotton  less  than  a  bale, 
purchased  from  the  producer;  (5)  the 
amount  of  penalty  collected  in  connec¬ 
tion  with  the  cotton  purchased  from  the 
producer;  and  (6)  the  serial  number  of 
the  marketing  card  or  marketing  cer¬ 
tificate  or  a  brief  description  of  the  loan 
document  by  which  the  cotton  was 
identified  when  marketed  (if  a  loan  num¬ 
ber  appears  on  the  loan  document,  the 
buyer  shall  keep  a  record  of  such  num¬ 
ber  and  the  crop  year;  otherwise,  the 
buyer  shall  keep  a  record  of  the  form 
number  of  the  CCC  loan  document  and 
the  date  of  the  loan) .  It  shall  be  pre¬ 
sumed  that  the  cotton  was  not  identified 
in  the  manner  provided  in  §§  722.1  to 
722.60  if  the  serial  number  of  the  mar¬ 
keting  card  or  marketing  certificate  or 
a  brief  description  of  the  loan  document 
does  not  appear  on  the  records  as  re¬ 
quired  by  this  paragraph.  The  county 
committee  shall,  upon  request  of  any 
buyer,  furnish  to  him  without  cost  blank 
copies  of  Form  MQ-80 — Cotton  which 
may  be  used  by  him  for  the  purpose  of 
keeping  the  records  required  pursuant 
to  this  paragraph. 

(c)  Reports  in  connection  with  mar¬ 
keting  of  cotton  not  identified  by  mar¬ 
keting  cards,  marketing  certificates,  or 
loan  documents.  The  buyer  of  cotton 
which  is  not  identified  by  a  marketing 
card,  marketing  certificate  or  loan  doc¬ 
ument,  as  provided  in  §§  722.20,  722.21 
and  722.22  when  marketed  by  a  producer 
shall,  with  respect  to  each  such  pur¬ 
chase,  make  a  written  report  on  Form 
MQ-82 — Cotton  of  the  following  infor¬ 
mation:  (1)  The  name  and  address  of 
the  producer  from  whom  the  cotton  was 
purchased;  (2)  the  date  on  which  the 
cotton  was  purchased;  (3)  the  original 
gin  bale  number  or,  if  there  is  no  gin 
bale  number,  the  gin  bale  mark  or  other 
information  showing  the  origin  or  source 
of  the  cotton;  (4)  the  net  weight  of 
each  bale  of  cotton,  and  of  each  lot  of 
lint  cotton  less  than  a  bale;  and  (5)  the 
amount  of  the  penalty  collected  in  con¬ 
nection  with  the  cotton  purchased.  The 
report  shall  be  prepared  and  executed 
in  triplicate;  the  “Producer’s  Copy”  shall 
be  delivered  to  the  producer,  the 
“Buyer’s  Copy”  shall  be  retained  by  the 
buyer  and  the  buyer  shall  mail  or  de¬ 
liver  the  “County  Office  Copy"  to  the 
county  office  manager  for  the  county  in 
which  such  cotton  was  produced. 

(d)  Reports  in  connection  with  cot¬ 
ton  identified  by  marketing  certificates. 
The  buyer  of  cotton  which  is  identified, 
when  marketed,  by  a  marketing  cer¬ 
tificate,  Form  MQ-91 — Cotton,  as  pro¬ 
vided  in  §  722.21,  shall  make  a  report  in 
connection  with  the  transaction  by  exe¬ 
cuting  the  certificate  in  triplicate  and  by 
mailing  or  delivering  the  “County  Office 


Copy”  to  the  county  office  manager  for 
the  county  in  which  such  certificate  was 
issued.  The  “Buyer’s  Copy”  shall  be  re¬ 
tained  by  the  buyer  and  the  “Producer’s 
Copy”  shall  be  delivered  to  the  producer 
to  whom  such  certificate  was  issued. 
The  manner  in  which  the  marketing  cer¬ 
tificate  shall  be  executed  and  distributed, 
in  case  the  marketing  is  to  a  buyer  not 
within  the  United  States,  is  provided  for 
in  §  722.39(b) . 

(e)  Receipts  to  producers  for  penalties. 
Where  the  cotton  is  not  identified  by  a 
marketing  card,  marketing  certificate,  or 
loan  document  at  the  time  of  marketing, 
the  “Producer’s  Copy”  of  the  executed 
Form  MQ-82 — Cotton  shall  be  the  re¬ 
ceipt  from  the  buyer  to  the  producer  for 
the  penalty  collected.  The  buyer  shall 
report  the  giving  of  each  such  receipt  to 
the  producer  by  forwarding  the  “County 
Office  Copy”  of  Form  MQ-82 — Cotton  to 
the  county  office  manager  for  the  county  • 
in  which  such  cotton  was  produced,  as 
provided  in  paragraph  (c)  of  this  section. 

(f)  Time  for  making  reports.  Each 
report  required  by  this  section  shall  be 
made  not  later  than  seven  calendar  days 
next  succeeding  the  end  of  the  calendar 
week  in  which  the  cotton  covered  thereby 
was  marketed. 

(g)  Buyer’s  record  and  report.  In  the 
event  the  county  committee,  the  State 
committee,  or  State  executive  director 
has  reason  to  believe  that  any  buyer 
failed  or  refused  to  collect  or  to  remit 
the  penalty  required  to  be  collected  by 
him  for  any  cotton  which  he  purchased, 
or  otherwise  in  any  manner  failed  or 
refused  to  comply  with  §§  722.1  to  722.60, 
the  buyer  shall,  within  15  days  after  a 
written  request  therefor  by  either  the 
county  committee.  State  committee,  or 
State  executive  director  is  sent  to  him 
by  certified  mail  at  his  last  known  ad¬ 
dress,  make  a  report  verified  as  true  and 
correct  on  Form  MQ-80 — Cotton  to  the 
designated  county  office  manager  jyith 
respect  to  cotton  purchased  or  acquired 
by  him  from  the  person  or  persons  speci¬ 
fied  in  the  request  or  purchased  or  ac¬ 
quired  by  him  during  the  period  of  time 
specified  in  the  request.  Such  report 
shall  include  the  following  information 
for  each  bale  of  cotton,  and  each  lot  of 
cotton  less  than  a  bale,  purchased  by  such 
buyer:  (1)  The  name  and  address  of  the 
producer  from  whom  the  cotton  was  pur¬ 
chased;  (2)  the  date  on  which  the  cot¬ 
ton  was  purchased;  (3)  the  original  gin 
bale  number,  or  if  there  is  no  gin  bale 
number,  the  gin  bale  mark  or  other  in¬ 
formation  showing  the  origin  or  source 
of  the  cotton  and,  in  the  case  of  cotton 
purchased  in  the  seed,  the  number  of 
pounds  of  seed  cotton  and  the  known  or 
estimated  amount  of  lint  in  such  seed 
cotton;  (4)  the  net  weight  of  each  bale 
of  cotton,  and  of  each  lot  of  lint  cotton 
less  than  a  bale,  purchased  from  the  pro¬ 
ducer;  (5)  the  amount  of  any  penalty 
collected  in  connection  with  the  cotton 
purchased  from  the  producer;  and  (6) 
the  serial  number  of  the  marketing  card 
or  marketing  certificate  or  a  brief  de¬ 
scription  of  the  loan  document  by  which 
the  cotton  was  identified  when  marketed 
(if  the  cotton  was  identified  by  a  loan 
document  when  marketed,  enter  the  loan 
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number  and  the  crop  year  or  the  form 
number  of  the  CCC  loan  document  and 
the  date  of  the  loan) . 

(b)  Manner  of  submitting  report. 
The  county  office  manager  for  the  county 
In  which  the  cotton  covered  by  the  re¬ 
port  was  produced  is  hereby  authorized 
and  empowered  to  receive  for  and  on  be¬ 
half  of  the  Secretary,  each  report  re¬ 
quired  pursuant  to  this  section.  Each 
report  shall  be  mailed  or  delivered  di¬ 
rectly  to  the  said  county  office  manager. 
Notwithstanding  any  other  provisions  of 
this  paragraph,  each  report  on  Form 
MQ-82 — Cotton  in  connection  with  the 
purchase  of  cotton  marketed  without  the 
use  of  the  means  of  identification  pro¬ 
vided  in  §§  722.1  to  722.60  may  be  mailed 
or  delivered  directly  to  the  county  office 
manager  from  whom  the  blank  copy  of 
the  form  was  obtained. 

,  §  722.36  Records  to  be  kept  by  ■ware¬ 
housemen,  processors,  and  others. 

Each  Warehouseman,  processor  (in¬ 
cluding  compressman) ,  common  carrier, 
or  Other  person,  as  defined  in  section 
37(a)  of  the  act,  who  stores,  processes 
(including  compressing) ,  transports  as  a 
common  carrier  or  otherwise  deals  with 
cotton  from,  for,  or  on  behalf  of  the  pro¬ 
ducer  thereof,  shall  for  each  crop  year 
keep  the  records  relating  to  such  cotton 
which  are  normally  kept  by  persons  en¬ 
gaged  in  the  same  or  similar  business. 
The  Secretary  hereby  finds  such  records 
to  be  necessary  to  enable  him  to  carry 
out,  with  respect  to  cotton,  the  provisions 
of  the  act. 

§  722.37  Availability  of  records  kept  by 
ginners,  buyers,  warehousemen,  and 
others. 

Each  ginner,  buyer,  warehouseman, 
processor  (including  compressman) , 
common  carrier,  or  other  person  as  de¬ 
fined  in  section  373(a)  of  the  act,  who 
gins,  buys,  stores,  processes  (including 
compressing),  transports  as  a  common 
carrier,  or  otherwise  deals  with  cotton 
from,  for,  or  on  behalf  of  the  producer 
thereof,  shall  make  available  for  exami¬ 
nation  and  inspection  by  the  Secretary 
or  by  any  authorized  representative  of 
the  Secretary,  the  records  kept  in  his 
business  concerning  such  cotton,  for  the 
purpose  of  ascertaining  the  correctness 
of  any  report  made  or  record  kept  pur¬ 
suant  to  §§  722.1  to  722.60  or  of  obtain¬ 
ing  the  information  required  to  be  fur¬ 
nished  in  any  report  pursuant  to  §  §  722.1 
to  722.60  but  not  so  furnished.  The  rec¬ 
ords  to  be  kept  pursuant  to  the  provisions 
of  §§  722.34,  722.35  and  722.36  shall  be 
kept  available  for  examination  and  in¬ 
spection  by  the  Secretary,  or  by  any 
authorized  representative  of  the  Secre¬ 
tary,  until  December  31  of  the  second 
year  following  the  year  in  which  the  cot¬ 
ton  is  planted,  for  the  purpose  of  ascer¬ 
taining  the  correctness  of  any  report 
made  or  record  kept  pursuant  to  §§  722.1 
to  722.60  or  of  obtaining  the  information 
required  to  be  furnished  in  any  report 
pursuant  to  §§  722.1  to  722.60  but  not 
so  furnished.  Such  records  shall  be 
kept  for  such  longer  period  of  time  as 
may  be  requested  in  writing  by  the  State 
executive  director  or  by  the  director. 


§  722.38  Penalty  for  failure  or  refusal 
to  keep  records  or  make  reports. 

Any  ginner,  buyer,  warehouseman, 
processor  (including  compressman) , 
common  carrier,  or  other  person,  as  de¬ 
fined  in  section  373(a)  of  the  act  who 
gins,  buys,  acquires,  stores,  processes  (in¬ 
cluding  compressing),  transports  a 
common  carrier,  or  otherwise  deals  with 
cotton  from,  for,  or  on  behalf  of  the  pro¬ 
ducer  thereof  who  fails  to  keep  the  rec¬ 
ords,  make  the  reports  as  required  by 
§  722.34,  §  722.35,  or  §  722.36  or  who 
makes  any  false  report  or  false  record 
shall,  as  provided  for  in  section  373(a) 
of  the  act,  be  deemed  guilty  of  a  mis- 
demeaner  and  upon  conviction  thereof, 
shall  be  subject  to  a  fine  of  not  more 
than  $500  for  each  such  offense. 

§  722.39  Records  to  be  kept  and  reports 
to  be  made  by  producers. 

(a)  Necessity  for  records  and  reports. 
Each  person  who  produces  or  who  has 
produced  in  any  crop  year,  cotton  which 
is  subject  to  the  provisions  of  §§  722.1 
to  722.60  shall,  in  conformity  with  sec¬ 
tion  373(b)  of  the  act,  keep  the  records 
and  make  the  reports  prescribed  by  this 
section,  which  records  and  reports -the 
Secretary  hereby  finds  to  be  necessary 
to  enable  him  to  carry  out,  with  respect 
to  cotton,  the  provisions  of  the  act.  The 
records  required  to  be  kept  pursuant  to 
this  section  shall  be  kept  until  December 
31  of  the  second  year  following  the  year 
in  which  the  cotton  is  planted,  or  for 
such  longer  period  of  time  as  may  be 
requested  in  writing  by  the  State  execu¬ 
tive  director  or  by  the  director. 

(b)  Cotton  marketed  to  persons  not 
within  the  United  States.  In  each  case 
where  cotton  for  which  a  marketing  cer¬ 
tificate  has  been  issued  pursuant  to 
§  722.16  is  marketed  to  any  person  not 
within  the  United  States  the  producer 
shall  enter  the  name  and  address  of  the 
buyer  or  transferee  and  indicate  in  the 
space  provided  for  the  signature  of  the 
buyer  or  transferee  on  each  copy  of  the 
marketing  certificate  that  such  person  is 
not  within  the  United  States.  The  pro¬ 
ducer  shall  retain  the  “Producer’s  Copy” 
of  the  certificate.  Not  later  than  15  cal¬ 
endar  days  next  succeeding  the  day  on 
which  the  cotton  was  marketed  the 
“County  Office  Copy”  and  the  “Buyer’s 
Copy”  shall  be  mailed  or  delivered  by 
such  producer  to  the  county  office  man¬ 
ager  for  the  county  in  which  the  cer¬ 
tificate  was  issued. 

(c)  Farm  operator’s  report.  The  oper¬ 
ator  of  the  farm  shall  file  with  the  county 
office  manager  for  the  county  in  which 
the  farm  is  located  a  farm  operator’s 
report  on  Form  MQ-98 — Cotton  in  the 
following  cases:  (1)  Where  the  producer 
is  making  an  application  for  a  down¬ 
ward  adjustment  in  the  farm  marketing 
excess  pursuant  to  §  722.8  except  that  the 
county  committee  may  waive  this  re¬ 
quirement  in  case  it  determines  that  the 
evidence  otherwise  submitted  by  the 
producer  is  satisfactory  evidence  of  the 
actual  production  of  cotton  on  the  farm; 
(2)  where  a  farm  marketing  excess  is 
determined  for  the  farm  but  an  applica¬ 
tion  for  downward  adjustment  in  the 


farm  marketing  excess  has  not  been  filed 
and  the  county  office  manager  or  the 
State  executive  director  requests  the  re¬ 
port  in  writing;  and  (3)  where  a  farm 
marketing  excess  is  not  established  but 
the  county  office  manager  or  the  State 
executive  director  determines  that  a  farm 
operator’s  report  is  necessary  for  proper 
administration  of  §§  722.1  to  722.60  and 
requests  Such  report  in  writing.  Upon 
written  request  by  the  county  office 
manager  or  the  State  executive  director 
for  a  farm  operator’s  report  on  Form 
MQ-98 — Cotton,  the  operator  of  the  farm 
shall  make  the  report  in  the  manner 
specified  in  this  paragraph  not  later  than 
the  date  designated  in  the  request.  Form 
MQ-98 — Cotton  shall  show  for  the  farm 
the  following  information  or  any  part 
thereof  as  specified  in  such  request  for 
a  specified  crop  year:  (i)  The  date  har¬ 
vesting  of  the  crop  of  cotton  was  com¬ 
pleted  on  the  farm,  the  date  of  the  last 
ginning  of  cotton  produced  on  the  farm, 
and  the  acreage  of  cotton  on  the  farm; 

(ii)  the  total  number  of  pounds  of  lint 
cotton  ginned  from  the  crop  of  cotton; 

(iii)  the  name  and  address  of  each  ginner 
who  ginned  such  cotton  and  the  number 
of  and  net  weight  of  bales  or  lots  less 
than  a  bale  ginned  by  him;  (iv)  the  total 
amount  of  seed  cotton  of  the  crop  mar¬ 
keted;  (v)  the  total  amount  of  lint  cotton 
of  the  crop  marketed;  (vi)  the  amount 
of  unmarketed  cotton  of  the  crop  on 
hand;  (vii)  the  total  number  of  pounds 
of  lint  cotton  produced  form  such  crop; 
(viii)  the  name  and  address  of  each 
buyer  of  such  crop  lint  or  seed  cotton  and 
the  amount  thereof  marketed  to  him; 
and  (ix)  the  amount  of  penalty  paid  by 
the  producer  or  collected  by  the  buyer. 

(d)  Manner  of  submitting  reports. 
The  county  office  manager  for  the  county 
in  which  the  cotton  covered  by  the  report 
was  produced  is  hereby  authorized  and 
empowered  to  receive,  for  and  on  behalf 
of  the  Secretary,  each  report  required 
pursuant  to  this  section.  Each  report 
shall  be  mailed  or  delivered  directly  to 
such  county  office  manager. 

§  722.40  Enforcement. 

The  county  office  manager  shall  report 
in  writing  in  quadruplicate  to  the  State 
executive  director  each  case  of  failure  or 
refusal  to  make  any  report  or  keep  any 
record  as  required  by  §§  722.1  to  722.60 
and  so  to  report  each  case  of  making  any 
false  report  or  record.  The  State  execu¬ 
tive  director  shall  report  each  such  case 
in  writing,  in  triplicate,  to  the  Office  of 
the  General  Counsel  of  the  United  States 
Department  of  Agriculture,  in  accord¬ 
ance  with  instructions  issued  by  the 
deputy  administrator,  with  a  view  to  the 
institution  of  proceedings  by  the  United 
States  Attorney  for  the  appropriate  dis¬ 
trict,  under  the  direction  of  the  Attorney 
General  of  the  United  States,  to  enforce 
the  provisions  of  the  act. 

§  722.41  Revision  of  county  committee 
determinations  and  erroneous  no¬ 
tices. 

(a)  Revision  of  determinations.  In 
any  case  where  a  determination  of  the 
county  committee  under  §§  722.1  to 
722.60  is  found  to  be  in  error,  the  county 
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committee  on  its  own  motion  or  upon 
request  of  a  representative  of  the  State 
office,  shall  revise  such  determinations. 

(b)  Erroneous  notices  of  cotton  allot¬ 
ment  and  planted  acreage.  In  any  case 
where  an  erroneous  notice  of  cotton  al¬ 
lotment  or  an  erroneous  notice  of  planted 
acreage  is  issued,  the  county  committee 
shall  follow  the  applicable  upland  or  ELS 
cotton  acreage  allotment  regulations 
with  respect  to  a  determination  of  the 
acreage  planted  to  cotton. 

§  722.42  Supervisory  authority  of  State 

committee. 

The  State  committee  may  take  any 
action  required  to  be  taken  by  the  county 
committee  which  the  county  committee 
fails  to  take  and  the  State  committee  may 
correct  or  require  the  county  committee 
to  correct  any  action  taken  by  such 
county  committee  which  is  not  in  accord¬ 
ance  with  §§  722.1  to  722.60.  The  State 
committee  may  also  require  the  county 
committee  to  withhold  taking  any  action 
which  is  not  in  accordance  with  §§  722.1 
to  722.60.  A  copy  of  each  notice  issued 
by  the  State  committee  hereunder  shall 
be  kept  among  the  permanent  records 
of  the  appropriate  county  committee  and 
copies  thereof  shall  be  made  available  in 
accordance  with  the  provisions  of  §§  722.1 
to  722.60  to  any  person  who  as  operator, 
landlord,  tenant,  or  sharecropper,  is  in¬ 
terested  in  the  cotton  produced  on  the 
farm  for  which  the  notice  is  given. 

§  722.43  Availability  of  records. 

The  State  and  county  committee  shall 
make  available  for  inspection  by  owners 
or  operators  of  farms  receiving  cotton 
allotments  all  records  pertaining  to  cot¬ 
ton  allotments  and  marketing  quotas. 

§  722.44  Designation  of  representatives 
of  the  Secretary  to  examine  records. 

(a)  Designation  of  representatives. 
In  order  to  carry  out  the  provisions  of 
§§  722.34  to  722.37,  relating  to  the  exam¬ 
ination  of  records,  the  deputy  adminis¬ 
trator  is  hereby  authorized  and  directed 
to  designate  in  writing  with  the  counter 
signature  of  the  State  executive  director, 
and  appropriate  number  of  persons  from 
the  officers  or  employees  of  the  Depart¬ 
ment  of  Agriculture  to  act  as  the  author¬ 
ized  representatives  of  the  Secretary  for 
the  purposes  of  said  provisions.  In  ad¬ 
dition,  investigators  and  accountants 
(special' agents) ,  Office  of  the  Inspector 
General,  United  States  Department  of 
Agriculture  are  hereby  designated  as  au¬ 
thorized  representatives  of  the  Secretary 
for  the  purposes  of  said  provisions. 

(b)  Proof  of  designation.  Each  per¬ 
son  designated  pursuant  to  this  section 
shall  be  furnished  with  a  copy  of  his 
designation. 

(c)  Authorization  to  administer  oaths. 
Each  person  designated  pursuant  to  this 
section  to  act  as  the  authorized  repre¬ 
sentative  of  the  Secretary  is  hereby  au¬ 
thorized  and  empowered  pursuant  to  the 
inoc0*  Congress  approved  January  31, 
1925  (Sec.  1,  49  Stat.  803;  5  U.S.C.  521), 
to  administer  to  or  take  from  any  person 
an  oath,  affirmation,  or  affidavit  when¬ 
ever  such  oath,  affirmation,  or  affidavit 
|s  for  use  in  any  prosecution  or  proceed - 
ng  Under  or  in  the  enforcement  of  the 
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cotton  marketing  quota  provisions  of  the 
act  or  §§  722.1  to  722.60. 

§  722.45  County  normal  yields  for  each 
crop  year. 

County  normal  yields  for  each  crop 
year  pursuant  to  §  722.4(b)  (24)  will  be 
established  and  published  in  the  Fed¬ 
eral  Register. 

§  722.46  Penalty  rate  for  each  crop  year. 

This  section  will  be  amended  annually 
to  establish  the  penalty  rate  for  each 
crop  year  pursuant  to  §  722.24. 

(a)  Penalty  rates  for  1964  crops  of  cot¬ 
ton — (1)  Upland  cotton.  The  parity 
price  for  upland  cotton  effective  as  of 
June  15,  1964,  is  .40.75  cents  per  pound. 
The  rate  of  penalty  for  upland  cotton 
produced  in  1964  as  calculated  on  the 
basis  of  such  parity  price  and  in  accord¬ 
ance  with  the  provisions  of  §  722.24  shall 
be  20.4  cents  per  pound  of  upland  lint 
cotton. 

(2)  Extra  long  staple  cotton,  The 
parity  price  for  ELS  cotton  effective  as 
of  June  15,  1964,  is  74.8  cents  per  pound. 
Section  101(f)  of  the  Agricultural  Act  of 
1949,  as  amended,  provides  that  the  sup¬ 
port  price  for  1964  crop  ELS  cotton  shall 
not  exceed  the  same  per  centum  of  the 
parity  price  as  for  the  1956  crop.  Such 
per  centum  was  75  percent.  No  in-* 
creased  price  support  levels  for  1964  crop 
ELS  cotton  have  been  established  pursu¬ 
ant  to  section  402  of  the  Agricultural  Act 
of  1949,  as  amended.  Accordingly,  if  the 
support  price  for  1964  crop  ELS  cotton 
were  determined  on  the  basis  of  the  June 
15,  1964,  parity  price,  the  support  price 
thus  determined  could  not  exceed  75  per 
centum  of  the  parity  price  for  ELS  cotton 
as  of  June  15,  1964.  Thui,  the  parity 
price,  being  higher  than  the  possible  sup¬ 
port  price,  is  used  in  accordance  with  the 
provisions  of  §  722.24  hereof  in  calculat¬ 
ing  the  rate  of  penalty  for  1964  crop  ELS 
cotton.  Such  rate  of  penalty  shall  be 
37.4  cents  per  pound  of  ELS  lint  cotton. 

Note:  The  recordkeeping  and  reporting  re¬ 
quirements  of  these  regulations  have  been 
approved  by,  and  subsequent  recordkeeping 
and  reporting  requirements  will  be  subject 
to,  the  approval  of  the  Bureau  of  the  Budget 
in  accordance  with  the  Federal  Reports  Act 
of  1942. 

Effective  date:  Date  of  filing  with  the 
Director,  Office  of  the  Federal  Register. 

Signed  at  Washington,  D.C.,  on  July 
15,  1964. 

Ray  Fitzgerald, 

Acting  Administrator,  Agricul¬ 
tural  Stabilization  and  Con¬ 
servation  Service. 

[F.R.  Doc.  64-7221;  Filed,  July  20,  1964; 

8:50  a.m.] 


Chapter  IX — Agricultural  Marketing 
Service  (Marketing  Agreements  and 
Orders;  Fruits,  Vegetables,  Tree 
Nuts),  Department  of  Agriculture 

[Lemon  Reg.  119,  Amdt.  1] 

PART  910— LEMONS  GROWN  IN 
CALIFORNIA  AND  ARIZONA 

Limitation  of  Handling 

Findings.  1.  Pursuant  to  the  market¬ 
ing  agreement,  as  amended,  and  Order 


No.  910,  as  amended  (7  CFR  Part  910; 
27  F.R.  8346),  regulating  the  handling 
of  lemons  grown  in  California  and  Ari¬ 
zona,  effective  under  the  applicable  pro¬ 
visions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended 
(7  U.S.C.  601-674),  and  upon  the  basis 
of  the  recommendation  and  information 
submitted  by  the  Lemon  Administrative 
Committee,  established  under  the  said 
amended  marketing  agreement  and 
order,  and  upon  other  available  informa¬ 
tion,  it  is  hereby  found  that  the  limi¬ 
tation  of  handling  of  such  lemons  as 
hereinafter  provided  will  tend  to  effec¬ 
tuate  the  declared  policy  of  the  act. 

2.  It  is  hereby  further  found  that  it 
is  impracticable  and  contrary  to  the 
public  interest  to  give  preliminary  notice, 
engage  in  public  rule-making  procedure, 
and  postpone  the  effective  date  of  this 
amendment  until  30  days  after  publica¬ 
tion  hereof  in  the  Federal  Register  (5 
U.S.C.  1001-1011)  because  the  time  inter¬ 
vening  between  the  date  when  informa¬ 
tion  upon  which  this  amendment  is 
based  became  available  and  the  time 
when  this  amendment  must  become  ef¬ 
fective  in  order  to  effectuate  the  declared 
policy  of  the  act  is  insufficient,  and  this 
amendment  relieves  restriction  on  the 
handling  of  lemons  grown  in  Califor¬ 
nia  and  Arizona. 

Order,  as  amended.  The  provisions 
in  paragraph  (b)  (1)  (ii)  of  §  910.419 
(Lemon  Regulation  119,  29  F.R.  9481) 
are  hereby  amended  to  read  as  follows: 

§  910.419  Lemon  Regulation  119. 
***** 

(b)  *  *  * 

(1)  *  *  * 

(ii)  District  2:  418,500  cartons. 
***** 
(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated:  July  16, 1964. 

Paul  A.  Nicholson, 
Deputy  Director,  Fruit  and  Veg¬ 
etable  Division,  Agricultural 
Marketing  Service. 

[FJt.  Doc.  64-7203;  Filed,  July  20,  1964; 

8:48  ajn.] 


[Lime  Reg.  10] 

PART  911— LIMES  GROWN  IN 
FLORIDA 

Quality  and  Size 

§  911.312  Lime  Regulation  10. 

(a)  Findings.  (1)  Pursuant  to  the 
marketing  agreement,  as  amended,  and 
Order  No.  911,  as  amended  (7  CFR  Part 
911),  regulating  the  handling  of  limes 
grown  in  Florida,  effective  under  the  ap¬ 
plicable  provisions  of  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended  (7  U.S.C.  601-674),  and  upon 
the  basis  of  the  recommendations  of  the 
Florida  Lime  Administrative  Committee, 
established  under  the  aforesaid  amended 
marketing  agreement  and  order,  and 
upon  other  available  information,  it  is 
hereby  found  that  the  limitation  of  han¬ 
dling  of  limes,  as  hereinafter  provided, 
will  tend  to  effectuate  the  declared  policy 
of  the  act. 
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(2 )  It  Is  hereby  further  found  that  it  is 
impracticable  and  contrary  to  the  public 
interest  to  give  preliminary  notice,  en¬ 
gage  in  public  rule  making  procedure, 
and  postpone  the  effective  date  of  this 
section  until  30  days  after  publication 
thereof  in  the  Federal  Register  (5  U.S.C. 
1001-1011)  in  that,  as  hereinafter  set 
forth,  the  time  intervening  between  the 
date  when  information  upon  which  this 
section  is  based  became  available  and  the 
time  when  this  section  must  become  ef¬ 
fective  in  order  to  effectuate  the  declared 
policy  of  the  act  is  insufficient;  a  reason¬ 
able  time  is  permitted,  under  the  circum¬ 
stances,  for  preparation  for  such  effec¬ 
tive  time;  and  good  cause  exists  for 
making  the  provisions  hereof  effective 
not  later  than  July  22,  1964.  Determina¬ 
tions  as  to  the  need  for,  and  extent  of, 
regulation  of  Florida  lime  shipments 
must  await  the  development  of  the  crop 
and  the  availability  of  information  on 
the  demand  for  such  fruit;  the  recom¬ 
mendations  and  supporting  information 
for  regulation  of  lime  shipments  subse¬ 
quent  to  July  22, 1964,  and  in  the  manner 
herein  provided,  were  promptly  submit¬ 
ted  to  the  Department  after  an  open 
meeting  of  the  Florida  Lime  Administra¬ 
tive  Committee  on  July  14,  1964,  held  to 
consider  recommendations  for  regula¬ 
tion;  the  provisions  of  this  section  are 
identical  with  the  aforesaid  recommen¬ 
dations  of  the  committee,  and  informa¬ 
tion  concerning  such  provisions  has  been 
disseminated  among  handlers  of  Florida 
limes;  it  is  necessary,  in  order  to  effectu¬ 
ate  the  declared  policy  of  the  act,  to 
make  this  section  effective  as  hereinaf¬ 
ter  set  forth;  and  compliance  with  this 
section  will  not  require  any  special  prep¬ 
aration  on  the  part  of  the  persons  sub¬ 
ject  thereto  which  cannot  be  completed 
by  the  effective  time  hereof. 

(b)  Order.  (1)  During  the  period  be¬ 
ginning  at  12:01  a.m.,  e.s.t.,  July  22, 
1964,  and  ending  at  12:01  a.m.,  e.s.t., 
August  22,  1964,  no  handler  shall  handle: 

(i)  Any  limes  of  the  group  known  as 
true  limes  (also  known  as  Mexican,  West 
Indian,  and  Key  limes  and  by  other  syn¬ 
onyms),  grown  in  the  production  area, 
which  do  not  meet  the  requirements  of 
at  least  U.S.  No.  2  grade  for  Persian 
(Tahiti)  limes,  except  as  to  color. 

(ii)  Any  limes  of  the  group  known  as 
large  fruited  or  Persian  limes  (includ¬ 
ing  Tahiti,  Bearss,  and  similar  varieties) , 
grown  in  the  production  area,  which  do 
not  grade  at  least  U.S.  Combination, 
Mixed  Color,  with  not  less  than  75  per¬ 
cent,  by  count,  of  such  limes  in  each 
container  thereof  grading  at  least  U.S. 
No.  1,  Mixed  Color,  and  the  remainder 
thereof  grading  at  least  U.S.  No.  2,  Mixed 
(Tahiti)  limes,  except  as  to  color; 

(iii)  Any  limes  of  the  group  known 
as  large  fruited  or  Persian  limes  (in¬ 
cluding  Tahiti,  Bearss,  and  similar 
varieties)  which  are  of  a  size  smaller 
than  iy8  inches  in  diameter:  Provided, 
That  not  to  exceed  10  percent,  by  count, 
of  the  limes  in  any  container  may  fail 
to  meet  this  requirement. 

(3)  Terms  used  in  the  amended  mar¬ 
keting  agreement  and  order  shall,  when 
used  herein,  have  the  same  meaning  as 
is  given  to  the  respective  term  in  said 
amended  marketing  agreement  and  or¬ 


der;  and  terms  relating  to  grade  and 
diameter,  as  used  herein,  shall  have  the 
same  meaning  as  is  given  to  the  respec¬ 
tive  term  in  the  United  States  Standards 
for  Persian  (Tahiti)  Limes  (§§  51.1000- 
51.1016  of  this  title) . 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated:  July  16, 1964. 

Paul  A.  Nicholson, 
Deputy  Director,  Fruit  and  Veg¬ 
etable  Division,  Agricultural 
Marketing  Service. 

[F.R.  Doc.  64-7222;  Filed.  July  20,  1964; 
8:50  a.m.] 


[Orange  Reg.  6] 

PART  944 — FRUIT;  IMPORT 
REGULATIONS 

Oranges 

§  944.305  Orange  Regulation  No.  6. 

(a)  During  the  period  beginning  at 
12:01  a.m.,  e.s.t.,  August  2,  1964,  and 
ending  at  12:01  a.m.,  e.s.t.,  September 
7,  1964,  the  importation  into  the  United 
States  of  any  oranges  is  prohibited  un¬ 
less  such  organges  are  inspected  and 
meet  the  following  requirements: 

(1)  Such  oranges  grade  at  least  U.S. 
No.  2  Russet; 

(2)  Such  oranges,  except  Temple 
oranges,  are  of  a  size  not  smaller  than 
24/16  inches  in  diameter,  except  that  a 
tolerance  of  10  percent,  by  count,  of 
oranges  smaller  than  such  minimum 
diameter  shall  be  permitted,  which  tol¬ 
erance  shall  be  applied  in  accordance 
with  the  provisions  for  the  application 
of  tolerances  specified  in  the  United 
States  Standards  for  Florida  Oranges 
and  Tangelos  (§§  51.1140-51.1178  of  this 
title) :  Provided,  That  in  determining  the 
percentage  of  oranges  in  any  lot  which 
are  smaller  than  24^6  inches  in  diameter, 
such  percentage  shall  be  based  only  on 
those  oranges  in  such  lot  which  are  of 
a  size  21%6  inches  in  diameter  or  smaller; 
and 

(3)  Such  oranges  of  the  Temple 
variety  are  of  a  size  not  smaller  than  2%^ 
inches  in  diameter,  except  that  a  toler¬ 
ance  of  10  percent,  by  count,  of  Temple 
oranges  smaller  than  such  minimum 
diameter  shall  be  permitted,  which  toler¬ 
ance  shall  be  applied  in  accordance  with 
the  provisions  for  the  application  of 
tolerances  specified  in  the  aforesaid  U.S. 
Standards  for  Florida  Oranges  and 
Tangelos. 

(b)  The  Federal  or  Federal-State  In¬ 
spection  Service,  Fruit  and  Vegetable 
Division,  Agricultural  Marketing  Serv¬ 
ice,  U.S.  Department  of  Agriculture,  is 
hereby  designated  as  the  governmental 
inspection  service  for  the  purpose  of 
certifying  the  grade,  size,  quality,  and 
maturity  of  oranges  that  are  imported 
into  the  United  States  under  the  provi¬ 
sions  of  section  8e  of  the  act.  Inspection 
by  the  Federal  or  Federal-State  Inspec¬ 
tion  Service  with  appropriate  evidence 
thereof  in  the  form  of  an  official  inspec¬ 
tion  certificate,  issued  by  the  respective 
service,  applicable  to  the  particular  ship¬ 
ment  of  oranges,  is  required  on  all  im¬ 
ports  of  oranges.  Such  inspection  and 


certification  services  will  be  available 
upon  application  in  accordance  with  the 
rules  and  regulations  governing  inspec¬ 
tion  and  certification  of  fresh  fruits 
vegetables,  and  other  products  (Part  51 
of  this  title)  but,  since  inspectors  are  not 
located  in  the  immediate  vicinity  of  some 
of  the  small  ports  of  entry,  such  as  those 
in  southern  California,  importers  of 
oranges  should  make  arrangements  for 
inspection,  through  the  applicable  one 
of  the  following  offices,  at  least  the  spec¬ 
ified  number  of  days  prior  to  the  time 
when  the  oranges  will  be  imported: 


Porta 

Office 

Ad¬ 

vance 

notice 

AU  Texas  points. 

W.  T.  McNabb,  222  Me- 

1  day. 

Clendon  Building,  Har¬ 
lingen,  Tex.  (Phone— 
Garfield  3-5644),  or 

James  L.  Williams,  Room 

1  day. 

516,  U.S.  Court  House, 
El  Paso,  Tex.  (Phone- 
Keystone  3-9351,  Ext. 
340). 

All  New  York 

Edward  J.  Beller,  Room 

1  day. 

points. 

306,  346  Broadway,  New 
York  13,  N.Y.  (Phone- 
Rector  2-8000,  Ext.  807). 

All  Arirona 

R.  H.  Bertelson,  Room  202, 

1  day. 

points. 

Trust  Building,  Nogales, 
Am.  (Phone — Atwater 
7-3466). 

All  Florida 

Lloyd  W.  Boney,  1200  NW. 

1  day. 

points. 

21  Terrace,  Room  5,  Mi¬ 
ami,  Fla.  (Phone- 
Franklin  1-6933),  or 

Hubert  S.  Flynt,  775  War¬ 
ner  Street,  Orlando,  Fla. 
(Phone— Garden  2-2447). 

1  day. 

All  California 

Carley  D.  Williams,  784  S. 

3  days. 

points. 

Central  Avenue,  Room 
294,  Los  Angeles  21,  Calif. 
(Phone — Madison  2-8756). 

All  other  points. 

D.  S.  Matheson,  Fruit  and 
Vegetable  Div.,  Agricul¬ 
tural  Marketing  Service, 
U.S.  Department  of  Agri¬ 
culture,  Washington, 
D.C.,  20250.  (Phone- 

3  days. 

Dudley  8-4560). 

(c)  Inspection  certificates  shall  cover 
only  the  quantity  of  oranges  that  is  be¬ 
ing  imported  at  a  particular  port  of 
entry  by  a  particular  importer. 

(d)  The  inspection  performed,  and 
certificates  issued,  by  the  Federal  or 
Federal-State  Inspection  Service  shall 
be  in  accordance  with  the  rules  and  reg¬ 
ulations  of  the  Department  governing 
the  inspection  and  certification  of  fresh 
fruits,  vegetables,  and  other  products 
(Part  51  of  this  title).  The  cost  of  any 
inspection  and  certification  shall  be 
borne  by  the  applicant  therefor. 

(e)  Each  inspection  certificate  issued 
with  respect  to  any  oranges  to  be  im¬ 
ported  into  the  United  States  shall  set 
forth,  among  other  things: 

(1)  The  date  and  place  of  inspection; 

(2)  The  name  of  the  shipper,  or  ap¬ 
plicant; 

(3)  The  commodity  inspected; 

(4)  The  quantity  of  the  commodity 
covered  by  the  certificate; 

(5)  The  principal  identifying  marks 
on  the  container; 

(6)  The  railroad  car  initials  and  num¬ 
ber,  the  truck  and  the  trailer  license 
number,  the  name  of  the  vessel,  or  other 
identification  of  the  shipment;  and 

(7)  The  following  statement,  if  tbe 
facts  warrant:  Meets  U.S.  import  re¬ 
quirements  under  section  8e  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  oi 
1937,  as  amended. 
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(f)  Notwithstanding  any  other  pro¬ 
vision  of  this  section,  any  importation  of 
oranges  which,  in  the  aggregate,  does  not 
exceed  five  1%  bushel  boxes,  or  equiva¬ 
lent  quantity,  may  be  imported  without 
regard  to  the  restrictions  specified 
herein. 

(g)  Nothing  contained  in  this  section 
shall  be  deemed  to  preclude  any  importer 
from  reconditioning  prior  to  importation 
any  shipment  of  oranges  for  the  purpose 
of  making  it  eligible  for  importation 
under  the  act. 

(h)  No  provisions  of  this  section  shall 
supersede  the  restrictions  or  prohibi¬ 
tions  on  oranges  under  the  Plant  Quar¬ 
antine  Act  of  1912. 

(i)  Terms  used  herein  relating  to 
grade  and  diameter  shall  have  the  same 
meaning  as  when  used  in  the  United 
States  Standards  for  Florida  Oranges 
and  Tangelos  (§§  51.1140-51.1178  of  this 
title) .  “Importation”  means  release 
from  custody  of  the  United  States  Bu¬ 
reau  of  Customs. 

(j)  Orange  Regulation  No.  5  (§  944.- 
304;  28  F.R.  9808)  is  hereby  terminated 
at  12:01  a.m.,  e.s.t.,  August  2,  1964. 

It  is  hereby  found  that  it  is  imprac¬ 
ticable  and  contrary  to  the  public  inter¬ 
est  to  give  preliminary  notice,  engage  in 
public  rule-making  procedure,  and  post¬ 
pone  the  effective  time  of  this  regula¬ 
tion  until  30  days  after  publication  in 
the  Federal  Register  (5  U.S.C.  1001- 
1011)  in  that  (a)  the  requirements  of 
this  import  regulation  are  imposed  pur¬ 
suant  to  section  8e  of  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended  (7  U.S.C.  601-674),  which 
makes  this  action  mandatory;  (b)  the 
grade  and  size  requirements  of  this  im¬ 
port  regulation  are  the  same  as  those  in 
effect  on  domestic  shipments  of  Florida 
oranges  under  Orange  Regulation  38 
(§  905.418;  29  F.R.  5831) ;  (c)  the  cur¬ 
rent  import  regulation  (§  944.304;  28 
F.R.  9808),  which  is  being  terminated, 
imposes  the  same  grade  and  size  re¬ 
quirements  as  are  applicable  to  ship¬ 
ments  of  Texas  oranges;  (d)  such  reg¬ 
ulation  of  Texas  orange  shipments  is 
discontinued  at  the  effective  time  hereof 
for  the  current  season  so  the  required 
regulations  of  orange  imports  pursuant 
to  said  section  8e  must  now  be  related  to 
regulation  of  orange  shipments  from 
Florida  under  marketing  Order  905  (7 
CFR  Part  905) ;  (e)  compliance  with  this 
import  regulation  will  not  require  any 
special  preparation  which  cannot  be 
completed  by  the  effective  time;  (f)  no¬ 
tice  hereof  in  excess  of  three  days,  the 
minimum  that  is  prescribed  by  said  sec¬ 
tion  8e,  is  given  with  respect  to  this  im¬ 
port  regulation;  and  (g)  such  notice  is 
hereby  determined,  under  the  circum¬ 
stances,  to  be  reasonable. 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated:  July  15, 1964. 

Floyd  F.  Hedlund, 
Director,  Fruit  and  Vegetable 
Division,  Agricultural  Market¬ 
ing  Service, 

(F.R.  Doc.  64-7223;  Piled.  July  20,  1964; 

8:51  a.m.] 


Chapter  XIV — Commodity  Credit  Cor¬ 
poration,  Department  of  Agriculture 

SUBCHAPTER  B — LOANS,  PURCHASES,  AND 
OTHER  OPERATIONS 

{1963  C.C.C.  Grain  Price  Support  Reseal  Loan 
Regs.] 

PART  1421— GRAINS  AND  SIMILARLY 
HANDLED  COMMODITIES 

Subpart — 1963-Crop  Reseal  Loan 
Program  for  Soybeans 

A  reseal  loan  program  has  been  an¬ 
nounced  for  the  1963 -crop  of  soybeans 
for  the  1964-65  storage  period.  The  pro¬ 
gram  provides  under  certain  conditions 
for  the  extension  of  1963-crop  farm- 
storage  loans  and  the  making  of  farm- 
storage  loans  on  1963 -crop  soybeans  cov¬ 
ered  by  purchase  agreements.  The  1963 
CCC  Grain  Price  Support  Regulations 
(28  FJt.  2890  containing  the  general  re- 
quirenients  with  respect  to  price  support 
operations  for  grains  and  similarly 
handled  commodities  produced  in  1963, 
supplemented  by  regulations,  containing 
the  specific  requirements  for  the  1963 
crop  price  support  program  for  soybeans 
are  hereby  further  supplemented  as 
follows: 

Sec. 

1421.3471  Applicable  sections  of  1963  CCC 
Grain  Price  Support  General 
Regulations  and  commodity 
supplements. 

14213472  Availability. 

1421.3473  Inspection. 

1421.3474  Storage  requirements. 

1421.3475  Commingling. 

1421.3476  Approved  forms. 

142 1 .3477  Quantity  eligible  for  resealing. 

1421.3478  Additional  service  charges. 

1421.3479  Storage  payments. 

1421.3480  Maturity. 

Authority:  The  provisions  of  this  subpart 
issued  under  Sec.  4,  62  Stat.  1070,  as 
amended;  15  U.S.C.  714b.  Interpret  or  apply 
sec.  5,  62  Stat.  1072  secs.  101,  105,  401,  63 
Stat.  1051,  1054,  15  U.S.C.  714c;  7  U.S.C. 
1421,  1441. 

§  1421.3471  Applicable  sections  of  1963 
CCC  Grain  Price  Support  General 
Regulations  and  commodity  supple¬ 
ments. 

The  following  sections  of  the  1963  CCC 
Grain  Price  Support  General  Regula¬ 
tions,  as  amended,  published  in  28  F.R. 
2890  shall  be  applicable  to  the  reseal 
loan  program  for  the  1963  crop  of  soy¬ 
beans:  §§  1421.01  to  1421.04  (a)(1)  and 
(b),  1421.10,  1421.12  to  1421.21  inclusive, 
1421.25  (except  paragraphs  (b),  (i),and 
(j),  1421.26  to  1421.31  inclusive.  Ap¬ 
plicable  sections  of  the  1963  Soybean 
Supplement  are  as  follows:  §§  1421.2904, 
1421.2905,  1421.2906  (b) ,  (C),  1421.2907, 
1421.2910  (28  F.R.  10197).  Other  sec¬ 
tions  of  the  1963  CCC  Grain  Price  Sup¬ 
port  General  Regulations  and  supple¬ 
ments  thereto  for  soybeans  shall  be  ap¬ 
plicable  to  the  extent  indicated  in  this 
subpart.  Eligibility  requirements  for  a 
reseal  loan  shall  be  the  same  as  stated  in 
the  applicable  provisions  of  the  foregoing 
sections  as  conditions  to  obtain  a  price 
support  loan  on  the  soybeans.  Any  refer¬ 
ence  in  this  subpart  to  a  section  of  an¬ 
other  regulation  shall  be  deemed  to  ref  r 
to  the  section  and  any  amendments 
thereto. 


§  1421.3472  Availability. 

(a)  Area  and  scope.  The  reseal  loan 
program  will  be  available  in  all  States 
where  soybeans  are  grown  and  where 
ASC  State  Committees  determine  that 
the  soybeans  can  be  safely  stored  on  the 
“farm  for  the  period  of  the  reseal  loan  and 
that  it  will  be  advantageous  to  producers 
and  CCC  to  permit  producers  to  obtain 
reseal  loans. 

(b)  When  to  apply.  The  producer 
must  make  application  on  or  before 
October  31,  1964. 

(c)  Purchase  agreements  converted  to 
reseal  loans.  A  producer  who  signed  a 
purchase  agreement  on  farm-stored  soy¬ 
beans  must  have  notified  the  county  of¬ 
fice  within  30  days  prior  to  the  applicable 
maturity  date  of  his  intention  to  sell 
the  soybeans  to  CCC,  or  to  participate  in 
the  reseal  loan  program  in  order  to  be 
eligible  or  obtain  a  reseal  farm-storage 
loan. 

(d)  Disbursement  of  loans.  Disburse¬ 
ment  of  loans  on  soybeans  covered  by 
purchase  agreements  shall  be  made  to 
producers  by  county  offices  by  means  of 
sight  drafts  drawn  on  CCC.  The  draw¬ 
ing  of  a  draft  shall  constitute  disburse¬ 
ment.  Disbursement  shall  not  be  made 
unless  the  commodity  is  in  existence  and 
in  good  condition.  If  the  soybeans  were 
not  in  existence  and  in  good  condition 
at  the  time  of  disbursement,  the  total 
amount  disbursed  under  the  loan  shall 
be  promptly  refunded  by  the  producer. 
If  the  amount  disbursed  exceeds  the 
amount  authorized  under  this  subpart, 
the  producer  shall  be  personally  liable 
for  repayment  of  the  amount  of  such 
excess. 

§  1421.3473  Inspection. 

An  inspection  of  the  soybeans  shall 
be  made  by  a  representative  of  the 
county  committee  prior  to  approval  of 
the  soybeans  for  a  reseal  loan. 

§  1421.3474  Storage  requirements. 

(a)  Approved  storage.  The  soybeans 
must  be  stored  in  structures  which  meet 
the  requirements  for  farm-storage  loans 
as  provided  in  §  1421.07(a)  (1) ,  based  on 
a  reinspection  by  a  representative  of  the 
county  committee. 

(b)  Consent  for  storage.  The  pro¬ 
ducer  shall  make  appropriate  arrange¬ 
ments  so  that  the  mortgaged  soybeans 
may  remain  in  the  structures  in  which 
it  is  stored  until  60  days  after  the  ma¬ 
turity  date  of  the  reseal  loan,  without 
any  costs  to  CCC  other  than  the  storage 
payments  provided  in  §  1421.3479. 

§  1421.3475  Commingling. 

(a)  When  authorized.  If  authorized 
by  the  State  committee,  the  county  com¬ 
mittee  may  permit  a  producer  to  com¬ 
mingle  quantities  of  1963  crop  soybeans 
which  are  under  more  than  one  loan  and 
which  are  deemed  safe  for  commingling 
by  the  county  committee,  subject  to  the 
following  conditions:  (1)  The  soybeans 
to  be  commingled  must  be  of  the  same 
class  and  meet  the  applicable  eligibility 
requirements  before  commingling;  and 
(2)  soybeans  owned  by  more  than  one 
producer  may  be  commingled  only  if 
each  original  loan  was  made  jointly  to 
the  same  producers  and  the  other  re- 


9780 


RULES  AND  REGULATIONS 


quirements  of  this  section  are  complied 
with. 

(b)  Special  conditions.  Notwith¬ 
standing  any  other  provision  of  the  reg¬ 
ulations  of  this  subpart,  the  following 
shall  apply  if  quantities  of  soybeans 
covered  by  more  than  one  loan  are  com¬ 
mingled:  (1)  If  partial  redemptions  are 
made  in  accordance  with  other  provisions 
of  these  regulations,  the  quantity  re¬ 
deemed  shall  be  prorated  to  each  loan 
on  the  basis  of  the  ratio  of  the  quantity 
on  which  the  loan  was  made  to  the  total 
quantity  on  which  all  the  loans  secured 
by  the  commingled  soybeans  were  made ; 
and  the  dollar  amount  to  be  credited  to 
each  loan  shall  be  based  on  the  amount 
of  the  loan  represented  by  the  quantity 
determined  to  have  been  redeemed  from 
the  loan;  (2)  producers  whose  soybeans 
are  commingled  shall  be  jointly  and  sev¬ 
erally  responsible  for  the  amount  of  each 
loan  secured  by  the  commingled  soy¬ 
beans.  , 

§  1421.3476  Approved  forms. 

The  approved  forms,  which  together 
with  the  provisions  of  this  subpart  gov¬ 
ern  the  rights  and  responsibilities  of  the 
producer,  shall  consist  of  producer’s  note 
and  supplemental  loan  agreement  se¬ 
cured  by  a  commodity  chattel  mortgage, 
and  such  other  forms  and  documents  as 
may  be  prescribed  by  CCC. 

(a)  Revenue  stamps.  Notes  and  chat¬ 
tel  mortgages  must  have  State  and  doc¬ 
umentary  revenue  stamps  affixed  thereto 
where  required  by  law. 

(b)  New  note  required.  If  required  by 
State  law,  or  if  quantities  of  soybeans 
under  two  or  more  loans  are  commingled 
under  the  provisions  of  §  1421.3475,  a 
new  producer’s  note  and  a  new  chattel 
mortgage  shall  be  completed  when  a 
farm-storage  loan  is  extended.  Where 
new  forms  are  not  completed,  extension 
of  farm-storage  loans  shall  not  affect 
the  rights  of  CCC,  including  its  right  to 
accelerate  the  maturity  date  of  the  note, 
and  the  rights  and  responsibilities  of  the 
producer  as  set  forth  in  this  subpart  and 
in  the  original  approved  forms  completed 
by  the  producer. 

§  1421.3477  Quantity  eligible  for  re¬ 
sealing. 

(a)  Quantity  under  loan.  The  quan¬ 
tity  of  soybeans  under  loan  eligible  for 
reseal  shall  be  the  quantity  shown  on 
the  original  note  and  chattel  mortgage 
less  (1)  any  quantity  delivered  not  in¬ 
cluding  the  quantity  for  which  overrun 
payment  is  made  and  (2)  the  quantity 
redeemed. 

(b)  Quantity  under  purchase  agree¬ 
ment.  A  producer  may  obtain  a  loan 
on  the  quantity  of  soybeans  in  store 
under  a  purchase  agreement  not  in  ex¬ 
cess  of  the  quantity  of  soybeans  speci¬ 
fied  in  the  purchase  agreement  less  the 
quantity  which  he  sells  to  CCC. 

§  1421.3478  Additional  service  charges. 

(a)  Extension.  When  a  farm-storage 
loan  is  extended,  the  producer  will  not 
be  required  to  pay  an  additional  service 
charge. 

(b)  Purchase  agreement  to  loan.  At 
the  time  a  loan  is  made  to  the  producer 
on  soybeans  covered  by  a  purchase  agree¬ 


ment,  the  producer  shall  pay  an  addi¬ 
tional  service  charge  of  one-half  cent 
per  bushel  on  the  number  of  bushels 
placed  under  loan  or  $1.50  whichever 
is  greater.  No  refund  of  service  charges 
will  be  made  except  if  the  amount  col¬ 
lected  is  in  excess  of  the  correct  amount. 

§  1421.3479  Storage  payments. 

(a)  Full  storage  payments.  A  storage 
payment  of  14  cents  per  bushel  will  be 
made  to  the  producer  if  he  redeems  the 
soybeans  from  loan  or  delivers  the  soy¬ 
beans  under  loan  on  or  after  July  31, 
1965. 

(b)  Prorated  storage  payment — (1) 
Early  deliveries  and  CCC  assumed  losses. 

(i)  In  the  case  of  deliveries  earlier  than 
July  31,  1965,  a  storage  payment  will  be 
computed  beginning  September  29,  1964, 
and  ending  on  the  earlier  of  the  date 
delivery  is  completed  or  the  date  speci¬ 
fied  for  delivery  by  the  county  office. 

(ii)  In  the  case  of  losses  assumed  by 
CCC  the  storage  payment  will  be  com¬ 
puted  for  the  period  beginning  Septem¬ 
ber  29,  1964  and  ending  on  the  date  the 
loss  occurs. 

(iii)  The  daily  rates  for  these  compu¬ 
tations  shall  be  $0.00046  per  bushel  but 
shall  not  exceed  the  amount  as  specified 
in  paragraph  (a)  of  this  section. 

(2)  Redemptions  prior  to  maturity. 
On  redemptions  prior  to  July  31,  1965, 
a  storage  payment  will  be  made  to  the 
producer  determined  according  to  the 
length  of  time  the  soybeans  were  in  store 
for  the  period  beginning  August  1,  1964, 
and  ending  on  the  date  of  repayment. 
The  prorated  payment  will  be  computed 
at  the  daily  rate  of  $0.00038  per  bushel 
but  not  to  exceed  the  amount  specified 
in  paragraph  (a)  of  this  section. 

(c)  Quantity  eligible.  Except  in  the 
case  of  partial  loans,  the  quantity  of  soy¬ 
beans  eligible  for  storage  payment  under 
paragraphs  (a)  and  (b)  of  this  section 
shall  be  (1)  in  the  case  of  delivery  to 
CCC  or  losses  assumed  by  CCC,  the  en¬ 
tire  quantity  in  the  bin,  and  (2)  in  the 
case  of  redemptions,  the  quantity  in  the 
bin  but  not  to  exceed  the  measured 
quantity  adjusted  for  test  weight.  The 
quantity  eligible  for  a  storage  payment 
in  the  case  of  a  partial  loan  shall  not 
exceed  the  quantity  under  loan. 

(d)  No  storage  payments.  Notwith¬ 
standing  the  provisions  of  this  section, 
in  no  case  will  any  storage  payment  be 
made  if  the  producer  has  made  any  false 
representation  in  the  loan  documents, 
in  obtaining  the  loan,  or  in  settlement  of 
the  loan;  if  the  soybeans  have  been 
abandoned;  if  there  has  been  conversion 
on  the  part  of  the  producer;  or  if  the 
soybeans  were  damaged  or  otherwise  im¬ 
paired  due  to  negligence  on  the  part  of 
the  producer.  If  a  producer  received 
payment  of  any  amount  to  which  he  is 
not  entitled,  he  shall  refund  such 
amount  plus  interest  thereon  promptly 
upon  demand. 

§  1421.3480  Maturity. 

Loans  will  mature  on  demand  but  not 
later  than  July  31, 1965. 

Effective  date:  Upon  publication  in  the 
Federal  Register. 


Signed  at  Washington,  D.C.,  on  July 
15.  1964. 

Ray  Fitzgerald, 
Acting  Executive  Vice  President, 
Commodity  Credit  Corporation. 

[PJt.  Doc.  64-7224;  Piled,  July  20,  1964- 
8:51  a.m.] 


PART  1427— COTTON 

Subpart — 1964-Crop  Supplement  to 
Cotton  Loan  Program  Regulations 

The  Cotton  Loan  Program  Regulations 
issued  by  Commodity  Credit  Corpora¬ 
tion  and  containing  the  regulations  of  a 
general  nature  with  respect  to  loan  oper¬ 
ations  for  cotton  are  supplemented  for 
1964-crop  cotton  as  follows: 

Sec. 

1427.1480  Purpose. 

1427.1481  Warehouse  charges. 

1427.1482  Schedule  of  premiums  and  dis¬ 
counts  for  grade  and  staple 
length  of  eligible  1964-crop  up¬ 
land  cotton. 

1427.1483  Schedule  of  premiums  and  dis¬ 
counts  for  micronaire  readings  of 
eligible  1964-crop  upland  cotton. 

1427.1484  Schedule  of  base  loan  rates  for 
eligible  1964-crop  upland  cotton 
by  warehouse  location. 

1427.1485  Schedule  of  loan  rates  for  eligible 
1964-crop  extra  long  staple  cotton. 

Authority  :  The  provisions  of  this  subpart 
Issued  under  secs.  4,  5,  62  Stat.  1070,  as 
amended;  secs.  101,  103,  401,  63  Stat.  1051, 
as  amended;  15  U.S.C.  714  b  and  c;  7  U.S.C. 
1441,  1444,  1421. 

§  1427.1480  Purpose. 

This  supplement  is  for  the  purpose  of 
announcing  that  loans  will  be  available 
on  upland  and  extra  long  staple  cotton  of 
the  1964  crop  under  the  terms  and  con¬ 
ditions  stated  in  this  subpart.  This  sup¬ 
plement  also  states  additional  program 
provisions  which,  together  with  the  ap¬ 
plicable  provisions  of  regulations  con¬ 
tained  in  the  CCC  Cotton  Loan  Program 
Regulations  and  any  amendments  there¬ 
to,  apply  to  loans  on  1964-crop  cotton. 

§  1427.1481  Warehouse  charges. 

Before  approving  any  warehouse  for 
the  storage  of  loan  cotton  for  the  1964-65 
marketing  year.  Commodity  Credit  Cor¬ 
poration  (referred  to  in  this  subpart  as 
“CCC”)  will  enter  into  a  Storage  Agree¬ 
ment  for  Loan  and  CCC-owned  Cotton, 
Form  CCC  823  with  the  warehouseman. 
By  executing  such  agreement,  the  ware¬ 
houseman  and  CCC  agree  that  1964-crop 
cotton  on  which  loans  are  made  to  pro¬ 
ducers  by  CCC  and  which  is  listed  by 
warehouse  numbers  on  copies  of  the  loan 
documents  or  other  notices  received  by 
the  warehouseman  from  CCC  or  its 
agent  as  cotton  on  which  loans  have 
been  made  by  CCC  will  be  stored  and 
handled  on  the  terms  and  conditions  and 
at  rates  specified  in  such  agreement. 
From  the  dates  of  the  warehouse  re¬ 
ceipts  representing  the  cotton  or  from 
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the  date  through  which  the  producers 
or  others  have  paid  storage  charges, 
whichever  is  later,  through  July  31,  1965, 
charges  on  the  cotton  for  storage  and 
insurance  will  be  at  the  rate  of  41  cents 
per  bale  per  month  for  flat  or  compressed 
cotton  stored  in  a  warehouse  operating 
compress  facilities  or  compressed  cotton 
stored  in  a  warehouse  not  operating  com¬ 
press  facilities  and  46  cents  per  bale 
per  month  for  flat  cotton  stored  in  a 
warehouse  not  operating  compress  fa¬ 
cilities,  or  the  warehouseman’s  estab¬ 
lished  tariff  on  cotton  other  than  CCC 
loan  cotton,  whichever  is  less.  Storage 
charges  paid  by  a  producer  on  cotton 
which  is  later  pledged  to  CCC  as  secu¬ 
rity  for  a  loan  will  not  be  refunded  by 


CCC.  The  warehouseman  may  not  make 
any  charge  with  respect  to  CCC  loan 
cotton  that  he  does  not  make  with  re¬ 
spect  to  cotton  stored  for  others.  In  no 
event  may  a  service  charge  or  charge 
for  receiving  (including  unloading  from 
conveyances,  weighing,  tagging,  issuing 
warehouse  receipts,  sampling  on  arrival 
and  placing  in  storage) ,  inbound  dray  age 
from  rail  facilities  or  for  storage  or 
handling  of  samples  on  arrival  be  col¬ 
lected  from  CCC  or  from  a  subsequent 
holder  of  the  warehouse  receipts.  No 
charge  of  any  kind  whatsoever  is  to  be 
paid  with  respect  to  any  cotton  com¬ 
pressed  to  high  density  without  the  writ¬ 
ten  authority  of  CCC.  No  charge  may  be 
made  by  the  warehouseman  for  services 

[Basis  1-inch  middling] 


not  performed.  The  warehouseman  is 
to  store  loan  cotton  only  within  a  struc¬ 
ture  approved  by  CCC  which  affords 
adequate  protection  from  weather  dam¬ 
age.  If  the  cotton  is  redeemed  from  the 
loan,  the  storage  rates  provided  for  in  the 
agreement  will  be  applicable  for  storage 
services  rendered  up  to  and  including  the 
date  of  such  redemption,  and  the  ware¬ 
houseman  may  not  charge  the  holders 
of  the  warehouse  receipts  representing 
such  cotton  for  such  storage  services 
an  amount  in  excess  of  that  determined 
in  accordance  with  the  agreement. 

§  1427.1482  Schedule  of  premiums  and 
discounts  for  grade  and  staple  length 
of  eligible  1964-crop  upland  cotton. 


Grade 


WHITE 


GM  and  better. 

SM . 

MID  plus . 

MID . 

SLM  plus . 

SLM . 

LM  plus . 

LM . 

800  plus . 

6G0 . 

GO  plus . 

GO . 


GM. 

8M... 

MID. 

SLM. 

LM._ 


LIGHT  SPOTTED 


GM.. 

SM... 

MID. 

SLM. 

LM... 


GM.. 

SM... 

MID. 

6LM. 

LM... 


YELLOW  STAINED 


GM.. 

SM... 

MID. 


GM. 

SM... 

MID. 

6LM. 


LIGHT  GRAY 


GRAY 

GM . 

SM . 

MID . . 

SLM.  .. 


Staple  length  (inches) 


n 

1 

1^2 

lHe 

% 

1H 

1%2 

ms 

l7As 

and 

longer 

Pts. 

Pts. 

Pts. 

Pts. 

Pts. 

Pts. 

Pts. 

Pts 

Pts. 

Pts. 

Pts. 

Pts. 

Pts. 

Pts. 

—220 

—175 

—130 

—75 

—20 

+55 

+140 

+205 

+280 

+435 

+735 

+810 

—225 

—185 

—135 

—85 

—30 

+45 

+130 

+195 

e;  a  I 

+425 

3&K9riiIil 

+770 

—255 

—210 

—160 

—110 

—55 

+25 

+  105 

+170 

+385 

Wlrl 

iBE 

+730 

—275 

—230 

—180 

—130 

—75 

Base 

+80 

+  140 

■til 

+265 

+325 

+595 

+660 

—350 

—300 

—255 

—210 

—155 

—90 

—25 

+35 

+90 

+  150 

IKtZJ 

+255 

RK  r  ,1 

+415 

• — 410 

—360 

—315 

—275 

—225 

—160 

—90 

-40 

+10 

+65 

+  115 

+  160 

+225 

+275 

—490 

—440 

—405 

—360 

—315 

—260 

—210 

—175 

—140 

—105 

—70 

—35 

+30 

+55 

—540 

—490 

—455 

—410 

—365 

—315 

—270 

—240 

—220 

—195 

—170 

-160 

—160 

—160 

-650 

—605 

—570 

—530 

—490 

—440 

—410 

—400 

—390 

—380 

—380 

—380 

—380 

—380 

—710 

—670 

—635 

—590 

—550 

—500 

—480 

—465 

—455 

—445 

—445 

—445 

—445 

—445 

—785 

—750 

—720 

—680 

—650 

—610 

—595 

—585 

—575 

—565 

—565 

—565 

—565 

—565 

-835 

—800 

—770 

—730 

—700 

—665 

—645 

—640 

—635 

—625 

—625 

—625 

—625 

-625 

—310 

—260 

—220 

—175 

—120 

-65 

+10 

+60 

+115 

+175 

+235 

+295 

+390 

+455 

—330 

—280 

-240 

—195 

—140 

—80 

—5 

+40 

+95 

+  155 

+215 

+275 

+325 

+375 

—400 

—350 

—310 

—270 

—220 

—160 

—95 

—50 

—10 

+35 

+80 

+  140 

+190 

+240 

—520 

—470 

—435 

—390 

—350 

—305 

—265 

—235 

—205 

—175 

—150 

—145 

—145 

-145 

-670 

-625 

—590 

—555 

—515 

-470 

—450 

—435 

—420 

—405 

—390 

—390 

—390 

—390 

—485 

—440 

—400 

—360 

—315 

—270 

—225 

—195 

—160 

—125 

—85 

—10 

+90 

+150 

—505 

—455 

—420 

—375 

-335 

—290 

—245 

—215 

—180 

—145 

—105 

—30 

+70 

+130 

—580 

—535 

—495 

—455 

-420 

—380 

—345 

—320 

—285 

-255 

-225 

—225 

—225 

—225 

—695 

—645 

—610 

—570 

—535 

—505 

—475 

—465 

—455 

— 440 

—425 

—425 

—425 

—425 

—805 

—755 

—730 

-695 

—665 

-635 

—620 

—610 

-610 

—610 

-610 

—610 

—610 

—610 

—705 

—660 

—630 

—600 

-570 

-540 

-530 

—525 

—520 

—510 

—510 

—510 

—510 

—510 

—720 

—675 

-645 

—615 

—590 

—560 

—545 

—540 

—535 

—525 

—525 

—525 

—525 

-525 

—785 

—740 

—710 

-675 

-650 

—625 

— 615 

—615 

—615 

—615 

—615 

—615 

—615 

—615 

—890 

—845 

—810 

-775 

-750 

-725 

—715 

—715 

—715 

—715 

—715 

-715 

—715 

—715 

—1,010 

—970 

—935 

—900 

—875 

-860 

—845 

—845 

—845 

—845 

—845 

-845 

—845 

—845 

—850 

—810 

—780 

—755 

—730 

—710 

—700 

-700 

-700 

—700 

—700 

—700 

—700 

—700 

—870 

—825 

—800 

—770 

—745 

—725 

—720 

—720 

-720 

—715 

—715 

—715 

-715 

—715 

—930 

—890 

—860 

—835 

—805 

—790 

—780 

—780 

—780 

—780 

—780 

—780 

—780 

—780 

-330 

—285 

—245 

—195 

—145 

—90 

—20 

+35 

+90 

+145 

+205 

+310 

+475 

+550 

—385 

—340 

—300 

—260 

:— 210 

—150 

—85 

-40 

Even 

+40 

+85 

+155 

+235 

+305 

—510 

— 465 

—430 

—385 

—345 

—290 

—245 

—220 

—195 

—175 

—160 

—160 

—160 

—160 

— 670 

—630 

—595 

—545 

—510 

-460 

—430 

—420 

-415 

—410 

—405 

— 405 

—405 

—405 

—465 

—420 

—375 

—335 

—285 

—225 

—180 

—145 

—110 

—75 

—40 

+10 

+110 

+160 

—530 

-490 

—450 

—405 

-355 

—305 

—260 

—235 

—215 

—190 

—180 

—170 

—170 

—170 

—685 

—645 

-610 

—565 

—525 

—475 

—445 

-430 

-425 

—420 

—415 

—415 

—415 

-415 

—825 

—790 

—755 

—715 

—680 

—635 

-610 

—600 

—595 

—590 

—585 

—585 

—585 

—585 

Grade  symbols:  GM— Good  Middling;  SM— Strict  Middling;  MID — Middling;  SLM— Strict  Low  Middling;  LM— Low  Middling;  SGO— Strict  Good  Ordinary;  GO— 
Good  Ordinary, 
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§  1427.1483  Schedule  of  premiums  and 
discounts  for  micronaire  readings  of 
eligible  1964-crop  upland  cotton. 

Micronaire  Points  per 

reading  pound 

5.5  and  above _ Discount  of  25. 

5.2  through  5.4 _ Discount  of  10. 

4.9  through  5.1 _ Even. 

3.7  through  4.8 _ Premium  of  13. 

3.3  through  3.6 _ Even. 

3.0  through  3.2 _ Discount  of  50. 

2.7  through  2.9 _ Discount  of  150. 

2.6  and  less _ _ Discount  of  300. 

§  1427.1484  Schedule  of  base  loan  rates 
for  eligible  1964-crop  upland  cotton 
by  warehouse  location. 

The  base  loan  rates,  in  cents  per  pound, 
gross  weight  applicable  to  Middling  1- 
inch  1964-crop  upland  cotton  are  as 
follows: 

Alabama 


City 

1 

County 

Abbeville _ 

Henry  _ 

Akron _ _ 

Hale  _ 

Albertville _ 

Marshall . 

Alexander  City.  _ 

Tallapoosa _ 

Aliceville  _ _ 

Pickens . . 

Altoona _ 

Andalusia . . . 

Covington . . 

Calhoun _ _ 

Arab _ 

Marshall . . 

Ardmore . . 

Limestone  _  . . 

Ashford _ _ 

Houston  .  _ 

Ashland _ 

C  lay _ 

Athens _ 

Limestone  _ 

Escambia _ 

Attalla _ _ 

Etowah _ 

Auburn _ _ _ 

Lee .  _ 

Banks  . _ _ . 

Pike  _ 

Fayette _ _ 

Belk  . . 

Berry _ _ _ 

Jefferson  _ 

Birmingham _ 

_ do  . . . . 

Blountsville _ 

Blount _ 

Marshall  . . . 

Boligee  .  .  . . 

Greene  _ 

Brantley . . 

Crenshaw _ 

Do.'. . . 

Dallas _ 

Brent _ 

Bibb . 

Brewton _ _ _ 

Escambia _ 

Jackson _ _ 

. do . . 

Brundidge . . . 

Pike . 

Choctaw _ 

Wilcox _ 

Tallapoosa _ 

Walker _ _ 

Pickens _ 

Cherokee _ 

Bibb . . 

De  Kalb _ _ 

Talladega _ 

Chilton! _ _ 

Barbour . . 

Clio. _ 

. do _ _ 

De  Kalb . 

Houston _ 

Shelby _ _ 

Chilton . . 

Walker _ 

Houston _ _ 

De  Kalb . 

Cullman _ _ 

Tallapoosa _ 

Pickens _ 

Elmore _  _ _ _ 

Morgan . .  . 

Detroit _ 

Lamar . . 

Houston _ _ 

Dozier _ _ 

Crenshaw _ 

Dutton  _ 

Jackson . . 

Elmore _ _ 

Elba . 

Coffee . . 

Elkmont . 

Limestone _ 

Enterprise _ 

Coffee. _ _ 

Ethelsville . . 

Pickens . . . 

Eufaula _ _ 

Barbour _ 

Eutaw _ 

Evergreen _ 

Conecuh _ 

Faokler _ _ _ 

Fadette . 

Geneva _ 

Faunsdale . . 

Marengo _ 

Fayette . 

Fayette . . . 

Basis 

mid¬ 

dling 

white 

inch 

loan 

rate 


30.40 
30.33 
30. 47 
30. 55 
30.27 
30.55 
30.  33 
30.55 
30.47 
30.33 
30.40 
30.55 
30.33 
30.27 
30.55 
30.  55 
30.40 
30.33 
30.33 
30.33 
30.40 
30.40 
30.47 
30.  47 
30.  27 
30. 33 
30.33 
30.40 
30.27 
30.  40 
30. 40 
30. 40 
30.27 
30.27 
30.55 
30.33 
30.27 
30.55 
30. 40 
30. 47 
30.55 
30. 40 
30.  47 
30. 47 
30. 47 
30. 40 
30. 47 


Alabama — Continued 

City 

County 

Flat  Rock _ 

Jackson _ 

Florala _ 

Covington _ 

Florence _ _ 

Lauderdale _ 

Fort  Deposit _ 

Lowndes _ 

Fort  Payne _ _ _ 

De  Kalb . 

Frisco  City _ 

Monroe _ 

Fyffe . .' . 

De  Kalb _ 

Gadsden _ 

Gantt _ 

Covington _ _ 

Geneva _ _ _ _ 

Geneva . . . 

Gcorgiana  _  . 

Geraldine _  _ 

De  Kalb . 

Glen  Allen _ _ 

Fayette _ _ _ 

Good  Water _ 

Coosa _ _ 

Goodway _ 

Gordo _ 

Pickens _ 

Goshen _ 

Pike _ _ 

Greensboro _ _ 

Hale.... . . 

Greenville _ _ 

Butler _ 

Guin _ _ 

Marion _ 

Guntersville _ _ 

Marshall _ 

Hackle  burg.. . . 

Marion _ 

Haleyviller. _ 

Winston 

Hamilton _ 

Hanceville _ _ 

Cullman _ _ _ 

Hartford'. _ _ _ 

Geneva _ 

Hartselle _ 

Morgan _ _ _ 

Havana  Junction 

Hale~ . . . 

Headland... _ ... 

Henry.. . . . . 

Heflin . . . . 

Cleburne _ 

Hodges. _ _ 

Franklin _ 

Hodgesville . . . 

Houston _ 

Hollywood _ 

Jackson _ 

Huntsville . . . 

Madison _ 

Hurtsboro _ 

Russell _ 

Ider . . . . 

De  Kalb.. . 

Jacksonville _ 

Calhoun.  . . 

Jasper _ 

Walker _ 

Chilton . . 

Lamar _ 

Chambers _ 

Larkinsvillc . . . 

Jackson _ 

Colbert _ 

Lester _ _ 

Limestone _ ... 

Marengo. _ _ _ 

Clay... . . 

Sumter . . . . 

Covington . . 

Barbour . . 

Crenshaw _ 

Escambia  _ _ 

Madison _ 

Geneva _ 

Chilton _ _ _ 

Perry _ _ _ 

Wilcox.. _ _ 

Lamar _ 

Mobile _ _ 

Mobile.. . 

■  .-I  ?*! 

Montgomery . 

Tuscaloosa. I. . 

Wilcox _ 

Lawrence _ 

Hale _ _ 

_ do . . 

Coffee _ 

Madison _ 

Henry . . . 

Tuscaloosa _ _ 

Macon . . . . 

Walker . 

Oneonta _ 

Blount . . 

Lee  _ _ 

Covington _ 

Dale.r _ 

Sumter . . . 

Pell  City 

St.  Clair _ 

Peterman _ 

Monroe _ _ 

Franklin _ 

Pickens  ..  .  . 

Wilcox _ 

Jackson 

Escambia _ 

Autauga _ 

Tuscaloosa _ 

Franklin  _  _  .. 

Covington _ 

Pickens _ 

Repton _ 

Conecuh _ 

Randolph _ 

T.,aiirterrialfi 

Franklin 

Tuscaloosa.. . . 

Samson.  _ 

Geneva  _ 

Scottsboro _ 

Jackson _ 

Section _ 

_ do _ _ 

Dallas  ...  _  __ 

Sheffield . 

Colbert . 

inch 

loan 

rate 
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30.40 

30.33 

30.27 

30. 33 

30. 47 

30.27 

30.  47 

30.  55 

30.33 

30.40 

30. 33 

30. 47 

30.33 

30. 47 

30.27 

30.27 

30.40 

30.33 

30.33 

30.27 

30.27 

30. 47 

30.27 

30. 33 

30.27 

30. 40 

30.40 

30.40 

30. 33 

30.40 

30.55 

30.47 

30.27 

30.40 

30. 40 

30.40 

30. 55 

30. 47 

30.55 

30.33 

30.40 

30.27 

30.55 

30.40 

30.27 

30.33 

30.27 

30.55 

30.27 

30.33 

30.  47 

30.33 

30.  27 

30.33 

30. 40 

30.  40 

30.40 

30.33 

30.27 

30.27 

30.22 

30.27 

30.  47 

30.40 

30.33 

30.27 

30.33 

30.33 

30.33 

30.  40 

30.  40 

30.40 

30.33 

30. 47 

30.33 

30.  47 

30.55 

30.33 

30.40 

30.27 

30. 47 

30.27 

30.27 

30.27 

30. 40 

30.27 

30.40 

30.27 

30.40 

30.33 

30.27 

30.33 

30.27 

30.27 

30.55 

30.27 

30.27 

30.33 

30.40 

30.40 

30.40 

30.33 

30.27 


City 

County 

Slocomb.. . . 

Geneva _ 

Stevenson . 

Jackson . 

Stewart . . . 

Hale _ 

Sulligent _ 

Lamar _ 

Sweet  Water . . 

Marengo _ _ 

Sylacauga . 

Talladega _ 

Sylvania . 

De  Kalb . . 

Talladega _ 

Talladega _ 

Tallassee . . 

Elmore _ 

Thoinasville _ 

Clarke _ 

Thorsby . 

Chilton _ 

Troy  _  ’ 

Pike . 

Tuscaloosa _ 

Tuscaloosa _ 

Tuscumbia _ _ 

Colbert _ 

Tuskegee _ _ _ 

Macon _ 

Union  Springs _ 

Bullock... . 

Uniontown. _ _ 

Perry _ 

Vernon _ 

Lamar _ 

Vina.. . 

Franklin . 

Wadley _ 

Randolph _ 

Warrior _ 

Jefferson _ 

Webb . . . 

Houston _ 

Wetumpka _ .... 

Elmore _ 

Wilsonville _ 

Shelby . 

Winfield... . 

Marion _ 

Woodville _ _ 

Jackson _ 

York . . 

Sumter _ 

Basis 

mid¬ 

dling 

white 

inch 

loan 

rate 


30.40 
30.40 
30.33 
30.27 
30.27 
30.55 
30.47 
30.55 
30.47 
30.27 
30.40 
30. 40 
30.33 
30.27 
30.47 
30.47 
30.33 
30.27 
30.27 
30.55 
30.40 
30.40 
30.47 
30.47 
30.27 
30.40 
30.27 


Arizona 

• 

Araado _ _ 

Santa  Cruz _ 

29.39 

Buckeye _ _ 

Maricopa . 

29.39 

Casa  Grande.. _ 

Pinal..: _ 

29.39 

Chandler . . 

Maricopa.. . . 

29.39 

Coolidge _ 

Pinal..! . 

29.39 

Eloy _ _ 

. do . 

29.39 

Gilbert _ 

Maricopa _ 

29.39 

Litchfield  Park _ 

_ do . . . . 

29.39 

McMicken _ _ 

_ do . . . . 

29.39 

Marana _ 

Pima . . . . 

29.39 

Phoenix . . 

Maricopa _ 

29.39 

Picacho _ 

Pinal..! . . . 

29.39 

Safford . . . 

Graham _ _ _ 

29.65 

Sahuarita..  _ 

Pima _ _ 

29.39 

Willcox . . 

Cochise _ 

29.65 

Yuma . . 

Yuma _ _ 

29.39 

Arkansas 

Arkadelphia _ 

Clark . . 

30. 14 

Ashdown _ _ _ 

Little  River _ 

30.07 

Independence . 

30.14 

Blytheville _ 

Mississippi . . 

30. 18 

Nevada” _ 

30.07 

Bradley _ 

Lafayette . . 

30.07 

Monroe _ 

30.18 

Ouchita . . . 

30.1)7 

Clarendon.. _ _ 

Monroe . . 

30.18 

Conway _ _ 

Faulkner . . 

30. 14 

CottonPlant _ _ 

Woodruff. . . . 

30.18 

Dardanelle _ 

Yell.... . 

30. 14 

Dell 

Mississippi . . 

30.18 

Desha..:.* _ _ 

30.16 

Crittenden _ 

30.18 

Lonoke . . 

30.16 

Chicot . 

30.15 

Mississippi . . 

30.18 

Dallas  ” . . . 

30.14 

St.  Francis _ 

30.18 

Sebastian . . . 

30.07 

Clark . . 

30.14 

Poinsett _ _ 

30. 18 

Phillips . 

30. 18 

Hempstead _ 

30.07 

St.  Francis . . 

30.18 

Crittenden . 

30.20 

Pulaski _ 

30.16 

Craighead... _ 

30.18 

30.07 

30.18 

Poinsett.: _ 

30.18 

30.16 

30.16 

30.18 

30.16 

Columbia _ _ _ 

30.07 

Hot  Springs . 

30.14 

Lee. .: . . 

30.18 

30.18 

Phillips _ _ 

30. 18 

30. 14 

30.07 

30.16 

North  Little  Rock 

30.16 

30. 18 

Greene.” _ _ - 

30.18 

Jefferson _ 

30.16 

Portland . . . 

Ashley . . . 

30. 14 
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Arkansas — Continued 

Georgia — Continued 

Gborgia— Continued 

City 

County 

Basis 

mid¬ 

dling 

white 

inch 

loan 

rate 

City 

County 

Basis 

mid¬ 

dling 

white 

inch 

loan 

rate 

City 

County 

Basis 

mid¬ 

dling 

white 

inch 

loan 

rate 

Prescott . . . — 

Nevada . 

30.07 
30. 14 
30. 16 
30.07 
30. 18 
30.07 
30. 16 
30. 14 
30. 18 
30.20 
30. 18 
30. 18 

Buena  Vista . 

Marion _ 

3* 

* 

-a  * 

* 

b 

V* 

r 

•n  * 

i  * 

h 

35 

n 

32 

9= 

-a* 

32 

3? 

32 

j  7 

*1 2 

j  i 

^  2 
-  X 

3 ; 

35 

Henr 

30.64 

30.54 

30.64 

30.64 

30.64 

30.64 

30.64 

30.64 

30.64 

30.44 

30.64 

30.64 

30.54 

30.64 

30.64 

30.64 

30.64 

30.64 

30.64 

30.64 

30.64 

30.44 

30.44 

30.64 

30.64 

30.44 

30.44 

30.54 

30.64 

30.54 

30.64 

30.64 

30.54 

30.44 

30.64 

30.54 

30.64 

30.64 

30.54 

30.54 

30.54 

30.64 

30.64 

30.44 

30.54 

30.64 

30.64 

30.64 

30.64 

30.54 

30.64 

30.54 

30.64 

30.64 

30.64 

30.74 

30.64 

30.64 

30.54 

30.64 

30.54 

30.64 

30.64 

30.64 

30.44 

30.54 

30.64 

30.64 

30.64 

30.64 

30.64 

30.64 

30.54 

30.64 

30.54 

30.64 

30.64 

30.64 

30.64 

30.64 

30.74 

30.54 

30.74 

30.74 

30.64 

30.64 

30.64 

30.54 

30.54 

30.44 

30.54 

30.54 

30.64 

30.64 

30.74 

30.54 

30.74 

30.74 

30.64 

30.64 

30.64 

30.74 

30.64 

Russellville - - 

Pope . 

Buford.. . . 

Gwinnett . 

Searcy - - 

White _ _ 

Butler . . . 

Taylor . . . 

Ribh 

Sparkman - - 

Dallas..  _  . 

Byromville . . . 

Dooly _ _ 

Trumann . 

Poinsett... . 

CadweU . . . 

Laurens _ 

Waldo. . 

Columbia. . 

Cairo _ _ 

Grady . 

Mansfield..  __ 

Newton _ 

Warren . . 

Bradley _ 

Calhoun  _  _ 

Camilla. _ _ 

Gordon _ 

Mitchell _ 

Marietta . . 

Cobb _ 

West  Helena. . . 

Phillip's _ _ 

Canon _ _ 

Franklin 

West  Memphis . 

Crittenden _ 

Carnegie.. . . 

Randolph  .  . 

Wilson _ _ 

Mississippi _ _ 

Carrollton  . 

Carroll." _ _ 

Wynne - - - 

Cross  _ _ 

Cartersville . . 

Bartow _ 

Midvillp 

Cedar  town 

Polk _ _ 

Milan 

California 

CenterviHe. . 

MilledgeviUe . 

Baldwin _ 

Chamblee . . 

De  Kalb . 

Chauncey . . . 

Dodge _ 

Arvin . . 

Kern.. . 

29.39 
29.39 
29.39 
29.39 
29.39 
29.39 
29. 39 
29.39 
29.39 
29.39 

29.39 

28. 39 

29.39 
29.39 
29.39 
29.39 
29.39 
29.39 
29.39 
29.39 
29.39 
29. 39 
29.39 
29.39 
29.39 
29.39 
29.39 
29.39 
29.39 
29.39 
29.39 
29.39 
29.39 
29.39 
29.39 
29.39 
29.39 
29.39 
29.39 
29.39 
29.39 

Chester. I . . 

Claxton _ 

Evans _ 

Monroe _ 

Rockdale . . 

Walton _ 

Bakersfield _ 

Brawley. _ _ 

Imperial. . . . 

Cochran . 

Coleman _ 

Bleckley _ 

Randolph . . . 

Monticello . . 

Montrose _ 

Jasper 

Buttonwillow _ 

Calico _ 

Caruthers . 

Kern _ 

Fresno . . . 

Colquitt . 

Miller _ 

Moreland 

Columbus _ 

Comer _ 

Muscogee _ 

Madison _ 

Morven _ _ 

Brooks _ 

Chowchilla _ 

Coalinga _ 

Corcoran _ 

Madera . . . . 

Fresno... . . 

Kings _ _  . 

Commerce . . . 

Concord _ _ 

Conyers _ _ 

Jackson _ 

Pike . . . 

Rockdale _ 

New  bom _ _ 

Newnan . . . 

Norman  Park . 

Newton  _ 

Coweta _ 

Colquitt _ 

Firebaugh . . 

Five  Points _ 

Fresno _ _ 

_ do _ 

Cor  dele. . 

Cover  dale _ 

Covington _ 

Crisp _ _ 

Turner . . 

Newton..  _  . 

Ochlochnee _ 

Ocilla . . 

Oglethorpe... 

Thomas . . 

Irwin _ 

Fresno. . 

- do _ _ 

Culioden.. . . 

Monroe _ _ 

Omega.." . . . 

Tift... . . . 

Helm . 

Huron _ _ 

Imperial . 

Fresno.. . . 

Imperial . . . 

C  ut  li  bert _ _ 

Dallas 

Dalton. _ _ 

Randolph _ 

Paulding _ _ 

Whitfield. . . 

Orchard  HiU . 

Palmetto 

Parrott. _ rsr _ 

Spalding . 

Fulton _ 

TerreU . 

Kerman.. . 

Kingsburg . 

Locke _ 

Los  Angeles _ 

Fresno . 

Sacramento _ _ 

Los  Angeles . 

Dawson  _  _ 

De  Soto _ 

Dexter . . 

Doerun _ 

Terrell . . . 

Sumter _ _ 

Laurens _ 

Colquitt _ 

Perry . . 

Pinehurst _ 

Pinelog . . 

Pine  Mountain.. . 

Houston 

Dooly . . 

Bartow _ _ 

Harris 

Madera... 

Milpitas . 

Oakland _ 

Pine  dale . 

Madera . . . 

Santa  Clara... . 

Alameda _ _ 

Fresno.. . 

Douglas . . 

DouglasviUe _ _ 

Dublin _ _ 

Dudley . . . . 

Seminole _ 

Coffee _ 

Douglas . 

Laurens  _ 

Pineview 

Pitts... . . . . 

Plains _ _ _ 

Portal. . 

Pulaski _ _ 

Wilcox . 

Sumter. _ 

BuUoch . 

Reedley . . . . 

Richmond 

San  Diego.. . . 

Kern . . . . 

Fresno . . 

Contra  Costa.  . . 

San  Diego _  .. 

Eastman _ 

East  Point  _ 

Eatonton _ _ 

Edison _ _ 

Dodge. . 

Fulton  _  _  . 

Putnam . . . 

Calhoun _ 

Quitman . 

Rebecca. ... 

Red  Oak . 

Rentz _  . 

Brooks _ _ 

Turner . 

Fulton _ _ 

Laurens _ _ 

San  Joaquin _ 

San  Jose _ 

San  Francisco _ 

Fresno _ 

Santa  Clara _ _ 

Elberton . . . 

Ellaville _ 

Elbert _ 

Schley _ 

Reynolds _ 

Rhine . . 

Taylor . . . 

Fairburn.. _ 

San  Pedro... . . 

Selma _ 

Los  Angeles. . . 

Farrar . . 

Jasper _ 

Roberta . 

Crawford _ 

Stockton _ 

Stratford.... 

San  Joaquin _ _ 

Findlay. . 

Fayette _ 

Dooly  .  .  .  .. 

RocheUe...  _ 

Rockmart . 

Wilcox _ 

Polk.. . 

Tipton _ _ 

Tulare . . 

Forsyth.. . 

Ben  HUl.  _ 

Rocky  Ford 

Screven _  . 

Tranquility.... 

Fresno.. . 

Fort  Gaines . . 

Clay . 

Royston . . . 

Tulare. _ 

Fort  Valley _ 

Peach. ...... 

Rutledge.. . . 

Morgan.. . . 

F  ranklinto'n . 

Bibb . 

SandersviUe . . 

Gainesville _ 

Hall . . 

Sasser... . .  . 

Florida 

Garfield _ 

Emanuel _ 

Savannah _ 

Gay . 

Meriwether _ 

Scotland. . . . 

Telfair . . . 

30.40 

30.22 

30.40 

30.22 

Grantville _ 

Tattnall.  _ _ 

Coweta _ 

Senoia _ 

Shady  Dale . 

Coweta _ 

Jasper . 

Jay _ 

Jackson _ _ _ _ _ _ 

Graymont 

Emanuel _ 

Sharpsburg. . 

Coweta _ _ 

Greensboro.. 

Greene _ _ 

Shellman.. . . . 

Randolph . 

Pensacola.. 

Greenville... 

Meriwether _ 

Shingler  _ 

Worth.. . 

_ _ 

Griffin . 

Dodge _ _ _ 

Soperton . . 

Walton _ 

Georgia 

Haralson _ 

Sparta... . 

Hancock _ 

Harrison _ 

Washington _ 

Statesboro _ 

BuUoch . 

30.54 
30.64 
30.44 
30.64 
30.54 
30.54 
30.64 
30.54 
30.64 
30.54 
30.54 
30.54 
30.44 
30.54 
30.74 
30.64 
30.74 
30.44 
30.64 
30.64 
30.54 
30.54 
30.74 
30.44 
30.44 
30.74 
30.54 
30.54 
30.64 
30.44 
3a  64 

Hartwell . 

Colquitt _ 

Hart _  .... 

Swainsboro . . . 

Emanuel _ _ _ _ 

_ do . . . 

Hawkins  ville 

Pulaski _ _  .. 

Sycamore. . . 

Turner _ 

Hazelhurst _ _ 

Jeff  Davis 

Sylvania _ 

Screven _ 

Adrian 

Cook _ _ 

Hogansville . . 

Troup.  _  _  _ _ 

Sylvester. . . . 

Worth _ _ 

Alamo 

HollonviUe _ 

Pike . 

Tallapoosa. . 

Haralson _ _ 

Ideal. . 

Macon. . . . 

TaylorsviUe . . . 

Bartow _ 

Allentown 

Wilkinson _ 

Jackson _ 

Butts _ _ 

Temple _ 

CarroU . 

Alvaton. 

Bacon . . 

Meriwether 

Jeffersonville _ 

Twiggs . 

Thomaston.. . 

Upson _ 

Americus 

Coflee— . . 

Sumter . . . 

Jonesboro _ 

Clavton.. 

Tifton _ _ 

Tift. . 

Arlington 

Crisp . 

Kingston. . 

Jasper 

Bartow _ _ 

Toccoa... . . 

Stephens . . . 

Ash  burn 

Calhoun _ _ 

Kite.. . . . 

Johnson  .  . 

Turin... . 

Coweta. . 

Athens 

Lafayette... . 

Walker 

Twin  City _ 

Emanuel  _ 

Atlanta 

Augusta 

Bainbridee 

Bamesville 

Bartow 

Baxley 

Bellville 

Bishop 

Fulton _ 

Richmond.. . 

Decatur _ 

Lamar . 

Jefferson _ 

Appling - - 

Evans . . 

La  Grange _ 

Lavonia. _ _ 

Lawrence  ville _ 

Leary _ _ 

Leesburg... . . 

Lenox _ 

Leslie _ 

Lilly . . 

Troup _ 

Franklin _ _ _ 

Gwinnett.. 

Calhoun. 

Lee  . 

Cook... 

Sumter  .  _ 

Doolv... 

Tyrone _ 

Unadilla.  _ _ 

Uvalda _ 

Valdosta . . 

Vida  Ha _ _ 

Vienna . . . . 

Villa  Rica.... . 

Wadley.. . . 

Fayette _ _ _ 

Dooly _ 

Montgomery. 

Lowndes. . . 

Toombs . . 

Dooly  __  .... 

CarroU . 

Jefferson . 

Blackshear 

Blakely 

Braselton  . 

Bronwood 

Brookfield 

Brooklet  . 

Brunswick 

Buchanan 

Pierce. . . 

Early . . . . 

Jackson _ 

TerreU . 

Tift . 

Bulloch _ 

Glynn _ 

Haralson _ 

Lincoln  ton _ _ 

Locust  Grove _ 

Loganville... . 

Louisville.  .  _ 

Lumpkin . 

Luthersville 

Lverlv _ 

Lyons . 

Lincoln _ 

Henry _ 

Walton _ 

Jefferson. 

Stewart 

Meriwether  _. . 

Chattooga . 

Toombs . 

Warrenton. . 

Warwick _ 

Washington _ 

Watkinsville 

Waynesboro . . 

West  Point  _ 

Williamson _ 

Winder . . 

Woodbury _ 

Warren. _ _ 

Worth 

Wilkes . 

Oconee.  . . . 

Burke _ 

Troup _ _ _ 

Pike . 

Barrow _ 

Meriwether . 
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RULES  AND  REGULATIONS 


Groeoia — Continued 


Mississippi — Continued 


North  Carolina — Continued 


City 

County 

Basis 

mid¬ 

dling 

white 

inch 

loan 

rate 

City 

County 

Basis 

mid¬ 

dling 

white 

inch 

loan 

rate 

City 

County 

Basis 

mid¬ 

dling 

white 

inch 

loan 

rate 

Woodland  _  .  _ 

Talbot. . 

90.64 

Louisville _  _ 

Winston _  _ 

30.22 

Fnrmville 

Pitt . 

Wrens  . . 

Jefferson _ 

30.64 

MeComh- 

Pike _ 

30.20 

Cumberland  ... 

Wrights  villa.- . 

Johnson _  _ 

30.64 

Macon _ 

Noxubee _  _ 

30.22 

Rutherford.' 

Yatesville _  „ 

TJpson  ... 

30.64 

Magee _ _ _ 

Simpson _ 

30.20 

Zebulon _ _ 

Pike _  _ _ 

30.64 

Magnolia _ 

Pike . . . 

30.20 

Oastrinia 

Gaston _ 

Marks _ _ 

Quitman _ 

30. 18 

Gibson _ 

Scotland . . . 

30  76 

Lauderdale _ 

30.22 

Illinois 

Covington _ 

30.20 

Gold  shorn 

Natchez  _ _  J 

Adams  _ _ 

30.18 

■  5 

|  i1  rTi^jippjgpi 

30.22 

Onmherry 

Northampton.—. 

Cairo _  _ 

Alexander _ 

30. 18 

Newton _ _ - 

Newton _ _ 

30.20 

Okolona _ 

Chickasaw _ — 

30.22 

Henderson . 

Vance _ 

30. 76 

Oxford . . . 

Lafayette _ 

30.22 

Louisiana 

ft  ^  h  \  rn  i-  &%•:. 

Neshoba _ _ 

30.22 

Guilford 

Pontotoc.. 

Pontotoc _ ... 

30.22 

Port  Gibson 

Claiborne _ 

30. 18 

Alexandria— . 

Rapides _ 

30.07 

Prentiss 

Jefferson  Davis _ 

30.20 

Arcadia _ 

Bienville _ 

30.07 

Quitman 

Clarke 

30.20 

liernice . . 

Union _ 

30.07 

ItiDlev 

30.22 

Bryce  land . . . 

Bienville _ 

30.07 

V 

Sharkey _ 

30. 18 

Laurel  Hill 

Hankie _ 

Avoyelles _ 

30.07 

Rose  dale _ 

Bolivaf-.  _ 

30. 18 

Chatham  _ 

Jackson _ 

30.07 

Ruleville _ 

Sunflower _ 

30.18 

Bertie 

Choudrant _ 

Lincoln _ 

30. 14 

Shaw _ 

Bolivar _ 

30. 18 

Coushattac . . 

Red  River _ 

30.07 

Shelby... . 

_ do  _ 

30. 18 

an  $4 

Delhi . 

Richland _ 

30. 14 

Shuqualak . . 

Noxubee . . 

30.22 

FTftlifar 

Dubach _ 

Lincoln _ 

30. 07 

Sledge,. . 

Quitman . . 

30. 18 

Eunice _ _ 

8t.  Landry _ 

30.07 

Summit _ 

Pike... . 

30.20 

an  76 

Farinerville _ 

Union  "  .  .  _ 

30. 14 

Tunica _ 

Tunica . . 

30. 18 

Ferriday 

30.15 

Tupelo _ 

Lee _ _ _ 

30.22 

Frank  liiiton _ 

Washington 

30. 18 

Tutwiler— . . 

Tallahatchie . . 

30. 18 

an  76 

Oihsla.i.1 

Bienville 

30. 07 

Tylertown _ _ 

Walthall _ _ 

30.20 

an  &4 

Gretna _ 

Jefferson . . 

30. 18 

Union . . . 

Newton . . 

30.22 

an  m 

Haynes  ville _ 

Claiborne 

30.07 

Vicksburg _ 

Warren. . . 

30. 18 

an  K4 

Homer _ 

_ do . . 

30.07 

Water  Vailey... . . 

Yalobusha _ 

30.22 

an  » 4 

Jonesboro _ 

Jackson _ _ 

30.07 

Wesson _ 

Copiah . . 

30.20 

an  7fi 

Lake  Charles  .  ... 

Calcasieu 

30  07 

West  Point 

Clay . 

30.22 

an  7fi 

Lake  Providence _ 

East  Carroll  .  — 

30  15 

Yazoo  City 

Yazoo . 

3a  18 

aa7fi 

Leesville . . . 

Vernon . . . ... 

30.07 

-r  -  rffittrwaif  r,  r 

Newton _  _ 

Catawba _ _ 

30.84 

Log&nsport _ 

De  Soto _ _ 

30.07 

Norlina.. _ 

30.76 

Mansfield _ _ 

. do . . . 

30.07 

Missouri 

Parkton 

30.76 

Marion _ 

Union 

30. 14 

30.76 

Minden _ _ 

Webster _ 

30.07 

Pem  broke 

30.76 

30  14 

Arbyrd _ _ 

Dunklin _ _ 

30.18 

30  7fi 

Natchitoches 

30.07 

Caruthersville . 

Pemiscot _ 

30.18 

30.76 

Tensas 

30. 15 

Charleston . . . 

Mississippi . . 

30. 16 

Hoke 

30.76 

30  18 

Gideon . . 

New  Madrid _ 

30.16 

Wake 

30  76 

30. 14 

Hayti . 

Pemiscot . . . — 

30. 18 

30  84 

30.07 

Kennett _ _ _ 

Dunklin. . . . 

30. 16 

30.76 

30.07 

Lilboum . „ 

New  Madrid _ 

30.16 

30.84 

30  08 

Malden . . . 

Dunklin . . 

30.16 

30  76 

30  14 

Neosho . . . . 

Newton . . 

3a  07 

TTalifar 

30.76 

30. 07 

Portagevillc . 

New  Madrid _ 

30.18 

30.84 

30  14 

Sikeston . . . 

Scott— . 

3a  16 

30.76 

Shreveport _ 

Caddo . . . 

30.07 

Rowland _ _ 

Robeson _ 

30.76 

Spring  hill . . . 

Webster _ 

30.07 

30.84 

Tallulah . . 

Madison _  . 

30. 15 

Nevada 

Saint  Pauls _ 

Robeson _ 

30.76 

30. 18 

30.84 

Winnsboro _ 

Franklin _ 

30. 14 

30.84 

Arden . . . . 

Clark . . . — 

29.30 

Scotland  Neck... . 

Halifax . . . ~ 

30.76 

Seaboard . . 

Northampton . . 

30.76 

Mississippi 

Selma.. .  . . . . 

30.76 

Nrw  Mexico 

Severn.  _ 

N  orthampton. . . 

30.76 

Shelby.  _ 

Cleveland _ _ _ 

30.84 

Aberdeen _ 

Monroe _ 

30.  22 

30.76 

_ do _ 

30.22 

Hidalgo  .  _  . 

29.73 

30.84 

Batcsville _ 

Panola _ 

30.22 

Afteaia  _ 

Eddy  7 _ _ 

29.85 

Nash  . . - 

30.76 

Tishomingo. . . 

30.22 

29.85 

Wilson  . . 

30.76 

Belzoni _ 

Humphreys _ 

30.18 

Fleming. 

Luna . . 

29.79 

30.84 

Prentiss./. _ 

30.22 

Hobbs”  ...  _  _ 

Lea _  _ 

29.91 

30.76 

Brookhaven _ 

Lincoln _ _ 

30.20 

Las  Cruces _ 

Dona  Ana . . 

29.84 

30.84 

Canton _ 

Madison  . 

30.22 

Lordsburg _ 

Hidalgo _ 

29.73 

30.76 

30.22 

Lovington _ 

Lea _ 

29.91 

Wake  _ 

30.76 

30. 18 

Mesquite _ 

Dona  Ana _ 

29.84 

30.76 

30. 18 

Roswell _ , _ 

Chaves _ 

29.85 

30.76 

30.22 

Socorro _ _ 

Socoj-ro _ 

29.84 

Halifax . . - 

30.76 

Columbia . . 

Marion . . . 

30.20 

Williamston. . . 

Martin _ 

30.76 

Columbus _ _ 

Lowndes _ 

30.22 

30.76 

30.22 

30.76 

Corinth . . 

Alcorn . . . . 

30.22 

Wingate _ _ _ 

Union _ _ 

30.84 

Crystal  Springs _ 

Copiah _ _ _ 

30.20 

Northampton _ 

30.76 

Drew _ .1 . 

Sunflower _ 

30.18 

Avondale _ 

Rutherford.  _ 

30.84 

Durant . 

Holmes _ 

30.22 

30  76 

Flora.. . - 

Madison _ 

30.18 

30.76 

Oklahoma 

Forest _ 

Scott _ 

30.20 

30  H4 

Gloster . . . 

Amite _ _ - 

30.18 

Bethel 

Pitt  . 

30.76 

Goodman _ 

Holmes _ _ 

30.22 

30.76 

Pontotoc _ 

30.07 

Groen  ville. _ _ 

Washington . . . 

30.18 

30.84 

Alt  us _ 

Jackson _ _ 

30.01 

Greenwood _ 

Leflore _ _ 

30. 18 

30.76 

Anadarko _ 

Caddo _ 

30.01 

Grenada _ _ _ 

Grenada _ _ 

30.22 

30.84 

Ardmore _ _ 

Carter _ 

30.07 

Gulfport _ 

Harrison—. _ _ 

30. 18 

30.84 

Carnegie _ 

Caddo. . 

30.01 

Hattiesburg . . . 

30.20 

30  84 

Beckham _ _ 

30.01 

Hollandale.  _ 

Washington _ 

30.18 

30.84 

Chandler _ 

Lincoln _ 

30.01 

Holly  Springs _ 

Marshall _ 

30.22 

30.76 

Cbickasha _ 

Grady _ 

30.01 

Houston _ 

Chickasaw.  _ 

30.22 

30.76 

Custer _ 

30.01 

Indianola _ _ 

8unflower_ .. . . 

30. 18 

Polk 

30.84 

Cnshing 

Payne. - - 

30.07 

Inverness _ _ 

_ do _ _ 

30.18 

30.84 

Dnrant _ 

Bryan _ 

30.07 

Itta  Bena _ 

Leflore ...  _ _ 

30.18 

30. 76 

F.»kly 

Caddo _ 

30.01 

Jackson _ 

30.20 

Dallas  '  . . — . 

30.84 

Elk  City 

Beckham _ 

30.01 

Kosciusko _ _ _ 

30.22 

Harnett 

3a  76 

Enid..  7 _ _ 

Garfield . 

30.01 

Laurel _  _ 

30.20 

30.84 

Erick..  _ 

Beckham _ 

30.01 

Leland _ 

Washington _ l  .  . 

30.18 

Chowan 

30.76 

Foes _ _ 

Washita _ 

30.01 

Lexington 

30.18 

3a  76 

Frederick 

Tillman _ 

30.01 

Liberty . 

Amite . 

30.18 

Enfield. . 

Halifax . 

30.76 

Guthrie _ _ 

Logan _ _ 

30.01 
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Oklahoma — Continued 

South  Carolina — Continued 

South  Carolina — Continued 

City 

County 

Basis 

mid¬ 

dling 

white 

inch 

loan 

rate 

City 

County 

Basis 

mid¬ 

dling 

white 

inch 

loan 

rate 

Cit 

County 

Basis 

mid¬ 

dling 

white 

inch 

loan 

rate 

Hobart . 

Kiowa . 

30.01 
30.07 
30.07 
30.07 
30.01 
30.01 
30.07 
30.01 
30. 01 
30.01 
30.07 
30.01 
30.01 
30.01 
30.01 
30.01 
30.07 
30.01 
30.07 
30.  01 
30.01 
30.07 
30.01 

Fairforest 

Spartanburg _ 

30.84 

30.84 

30.84 

30.84 

30.76 

30.84 

30.84 

30.76 

30.84 

30.76 

30.84 

30.84 

30.84 

30.76 

30.76 

30.84 

30.76 

30.84 

30.76 

30.84 

30. 76 

30.84 

30.84 

30.84 

30.84 

30.84 

30.76 

30.84 

30.84 

30.84 

30.84 

30.76 

30.76 

30.76 

30.76 

30. 76 

30.76 

30.84 

30.84 

30.84 

30.76 

30.84 

30.84 

30.76 

30.84 

30.76 

30.84 

30.84 

30.76 

30.76 

30.84 

30.76 

30.84 

30.76 

30.76 

30.84 

30.76 

30.84 

30.84 

30.84 

30.76 

30.76 

30.84 

30.84 

30.76 

30.84 

30.84 

30.76 

30.76 

30.76 

30.76 

30.76 

30.76 

30.84 

30.84 

30.76 

30.84 

30.84 

30.84 

30.84 

30.84 

30.84 

30.76 

30.84 

30.84 

30.84 

30.84 

30.  76 

30.84 

30.84 

30.84 

30.84 

30.84 

30.76 

30.84 

30.84 

30.84 

30.76 

30.76 

30.76 

30.76 

30.84 

30.84 

30.76 

30.84 

30.84 

30.76 

30.84 

30.84 

30.76 

30.84 

30.76 

30.76 

30.76 

30.84 

30.76 

30.76 

30.76 

30.84 

30.76 

30.84 

30.76 

30.84 

30.84 

30.84 

30.76 

30.76 

30.84 

Hugo - ........... 

Idabel - - 

McCurtain 

Fairmont _ _ 

. do . . 

Simpson  ville . 

Clarendon _ _ 

Green  viUe . 

Konawa . 

Seminole . 

Six  Mile _ 

Picken3.-_ . 

Lawton-.. . 

Comanche . 

Smoaks _ 

CoUeton... . 

Lone  Wolf. . . 

Kiowa.. . 

Smyrna . . 

mil  MWWWPUPPPPW 

McAlester _ _ 

Pittsburg . 

Gaffney _ 

Cherokee . . 

Spartanburg _ 

Springfield 

Spartanburg  _ 

Marlow . . . 

Stephens . 

Garnett 

Hampton.. . 

Starr _ _ 

Anderson... . 

Mountain  View _ 

Kiowa... . 

St.  Matthews.. . . 

Calhoun _ 

Muskogee . . 

Muskogee . 

Summerton _ 

Clarendon . 

Oklahoma  City _ 

Oklahoma . 

Sumter . . . . 

Sumter . 

Pauls  Valley _ 

Garvin . . 

Swansea . 

Lexington... . 

PurcelL . 

McClain... . 

Syracuse . . 

Darlington.. . 

Ryan . 

Jefferson.. . 

Tatum _ _ 

Marlboro _ _ 

Sentinel. _ _ 

Washita . 

Timmons  ville.. . . 

Florence _ 

Shawnee . . 

Pottawatomie . 

Harts  ville  ..  . 

Trenton _ 

Edgefield . . 

Snyder . . . 

Kiowa.. _ 

Turbeville _ _ 

Clarendon 

Stroud _ _ 

Lincoln . 

Union . . 

Bii1 

Tipton . . 

Tillman _ 

Vance _ 

Orangebure.  ... 

Waurika . . . 

Jefferson... . 

Holly  Hill 

Van  Wyck _ 

Lancaster.- 

Weleetka _ _ 

Okfuskee . 

Wagener . . 

w  *  \ 

Wynne  Wood . . 

Garvin . . 

Walhalla _ 

Oconee . 

Iva . . 

WaUace _ 

Hampton _ 

South  Carolina 

Jefferson . 

Walterboro . . 

Colleton . . 

Jenkins  viUe _ 

Fairfield 

Waterloo . . 

Laurens . . . 

Wattsville _ 

_ _ do _ _ 

Abbeville . 

Abbeville . 

30. 84 

30.84 

30.76 

30.84 

30.76 

30.84 

3ff  76 

30.76 

30.76 

30.76 

30.84 

30.84 

30.76 

30.84 

30.76 

30.84 

30.84 

30.76 

30.84 

30.84 

30.76 

30.76 

30.84 

30.76 

30.76 

30.84 

30.84 

30.76 

30.84 

30.84 

30.76 

30.84 

30.84 

30.76 

30.84 

30.84 

30.76 

30.84 

30.84 

30.84 

30.84 

30.84 

30.76 

30.84 

30.84 

30.84 

30.76 

30.76 

30.84 

30.76 

30.84 

30.84 

30.76 

30.76 

30.  76 

30.76 

30.76 

30.76 

30.84 

30.76 

30.76 

30.84 

30.84 

30.84 

30.76 

30.76 

30.84 

30.76 

30.76 

30.84 

30.76 

30.84 

30.76 

30.76 

Johnston _ 

Wedgefield _ 

Sumter . 

30  7fi 

Jonesville _ _ 

Wellford . . . 

30.84 

30.84 

30.84 

30.84 

30.84 

30.84 

30.76 

30.84 

30.84 

30.76 

30.76 

30.84 

30.84 

Aiken . 

Aiken . . 

Kershaw. _ 

Westminster. . . . 

Oconee _ 

Allendale _ 

Allendale. . 

West  Union _ 

Anderson _ 

Anderson  _  . 

Kingstree.  .. 

Whitmire _ 

Andrews _ 

Georgetown _ 

Kline 

Whitney _ 

Spartanburg 

Angelus. . . 

Chesterfield _ 

Kollock . . 

Williamston. . . 

Ash  wood . . 

Lee . 

Williston . . . 

Atkins . . 

Lake  View _ 

Dillnn 

Windsor _ 

Bamberg . . . 

Bamberg . . 

Lamar... . 

Winnsboro . . 

Barnwell . . 

Barnwell 

Lancaster _ 

Wisacky _ 

Batesburg _ 

Lexington.  .  . . 

Landrum _ 

Wolftori _ 

Belton . . 

Anderson  .... 

Lanford _ _ 

Woodruff _ 

Benneftsville _ 

Marlboro 

Latta . . 

York _ _ 

York 

Bethnne 

Kershaw . . 

Laurens . . 

Laurens . . 

Blacksburg _ _ 

JLjCv  — 

Cherokee 

Lester _ 

Lexington . 

Tennessee 

Blackstock _ 

Fairfield.. . 

Liberty . . 

Pickens.... 

Blackville  _  . 

Barnwell  _ 

Little  Rock _ 

Brownsville 

Blair 

Fairfield . 

Lowrys _ 

30.22 

30.55 

30.22 

30.40 

30.22 

30.33 

30.33 

30.27 

30.22 

30.22 

30.22 

30.22 

30.55 

30.27 

30.27 

30.22 

30.22 

30.33 

30.22 

30.33 

30.47 

30.22 

30.40 

Blaney  _  _  _ _ 

Kershaw _ 

Lugofl _ _ 

Kershaw _ 

Chattanooga _  _ 

Blenheim _  . 

Marlboro _ 

Luray . . 

Bowman _  . 

Orangeburg _ 

Lynchburg. _ _ 

Lee..*. 

Decherd. 

Boykin _ 

Kershaw.. I . . 

McBee... . . 

Chesterfield.  ... 

Dyersburg _ 

Branchville 

Orangeburg 

McColl . . 

Marlboro 

Elora.. 

Brunson _ 

Hampton  _  r 

McCormick _ 

Calhoun  Falls. 

Abbeville 

Manning _  . 

Camden 

Kershaw _ 

Marion . 

Marion.  .  _ 

Halls 

Cameron _ 

Calhoun . .  .. 

Mauldin . . 

Greenville _ 

Henderson.... 

CamDobello  _  . 

Spartanburg _ 

Mayes  ville _ 

Sumter . . 

Humboldt _ 

Carlisle.. 

Union _ 

Mount  Carmel _ 

McCormick _ 

Jackson. _ _ 

Cartersville.  .. 

Florence 

Mount  Croghan 

Chesterfield... . 

Knoxville . . . 

Catawba _ 

York . 

Mount ville 

Laurens _ 

Cateechee _ 

Pickens _ _ 

Mullins... . . 

Marion.  _ 

do 

Centenary _ 

Marion _ 

Neeses _ 

Orangeburg. 

Memphis _ 

Shelby  " 

Central.. 

Pickens _ 

Newberry.. . . 

Newberry 

Milan _ 

Chappells . . 

Newberry 

Newry _ 

Oconee _ 

Murfreesboro. . . 

Charleston. 

Charleston _ 

New  Zion _ 

Clarendon  _ 

Ripley _ 

Cheraw _ 

Chesterfield.... 

Ninety  Six _ 

Greenwood.  _ 

Shelby  ville _ 

Chesnee. ... 

Norris. . 

Pickens _ 

Chester.... 

Chester _ ..... 

North . . 

Orangeburg . 

TiptonviUe _ 

Chesterfield 

Chesterfield  _  .. 

Norway . . 

Winchester _ 

Clinton 

Laurens  ..... 

Olanta . 

Florence.. . . 

Clover.. 

Marlboro _ _ 

Orangebure _  _ 

Bamberg _ 

Orangeburg _ 

Texas 

Columbia... 

Richland..  _ 

Osweeo _ 

Sumter _ 

Cope . 

Cordova 

Cowoens 

Greenville. . 

Orangeburg . 

Pageland . 

Pamplico . 

Parksville _ 

Laurens _ 

Chesterfield. . 

Florence . . 

Abernathy _ 

Abilene  _ 

Hale . 

Taylor . . 

29.94 

29.99 

29.93 
29.99 

29.94 
30.07 
30.01 
29.94 
29.93 
29.99 
29.93 
29.99 
30.07 
30.07 
30.  01 
30.  01 
30.07 
29.93 
29.91 
29.99 
29. 91 
30.01 
30.01 
30.01 
30.07 
30.07 
30.01 
30.  01 
29.93 

Crockettville.. 

Cross  Anchor.. 

Cross  Hill 

Dalzell 

Darlington... 

Davis  Station.. 

HamDton.  .  . 

Spartanburg . 

Laurens.. _ 

Sumter. . 

Darlington 

Patrick.  . . 

Pelxer . . 

Pendleton _ 

Pickens . 

Piedmont . 

Pinewood. . 

Chesterfield  _ 

Anderson . 

- do . . 

Pickens _ _ 

Greenville _ _ 

Sumter.  . 

Ackerly _ 

Afton _ 

Aiken _ 

Alba.. _ _ 

Alvarado _ 

Amarillo _ 

Dawson _ 

Dickens . . 

Floyd . . . 

Wood . 

Johnson . . 

Potter _ _ 

Denmark 

Dillon. 

Drake 

Due  W  est__ 

Dunbar 

Bamberg _ 

Dillon.. 

Marlboro . . 

Abbeville . 

Plum  Branch 

Pomaria  . . 

Princeton . 

Prosperity . 

Remini . 

McCormick _ 

Newberrv 

Laurens _ _ 

Newberry _  . 

Clarendon _ 

Amherst . 

Anson _ _ _ 

Anton _ _ 

Aspennont. .  _ 

Athens _ 

Lamb _ 

Jones _ _ 

Hockley . 

StonewaU . . . 

Henderson _ 

Dunbarton 

Duncan 

Barnwell. . 

Spartanburg 

Richburg.  . 

Ridge  Spring . 

Chester . 

Saluda _ ... _ 

Austin . . . . 

Travis.. . 

Edgefield  . 

?hrhardt 

Elko  - — 

Ellenton  . 

Elliott  . ~ 

Elloree 

Pickens. ..  . 

Edgefield _ 

Bamberg 

Barnwell.  __  . 

Aiken. 

Lee _ 

Orangeburg _ 

Ridgeway . . 

Rock  Hill . 

Roebuck _ 

Rowesville _ 

Salley _ _ 

Saluda. . . 

Sandy  Springs 

Fairfield . 

York . 

Spartanburg _ 

Orangeburg . 

Aiken. . 

Saluda _ _ 

Anderson. _ 

Avery.. . . 

Baileyboro _ 

Bakersfield _ 

Ballinger _ 

Balmorhea...  . 

Barry.. . 

Bartlett . . 

Red  River. .  _ 

Bailey _ _ 

Pecos. . . 

Runnels _ 

Reeves _ _ 

Navarro..  _ 

Bell 

Estiif 

Eureka  - 

. ~ 

No.  141 - 6 

Spartanburg 

Hampton 

Aiken. 

Orangebure  . 

Allendale _ _ 

Scotia . . 

Siegling _ 

SeUers _ 

Seneca.  _ _ 

Sharon. . . 

Clarendon _ 

Hampton _ 

Allendale _ 

Marion . 

Oconee . . 

York . . 

Bay  City . . 

Beaumont _ 

BeckviUe.... 

Belton _ 

Bertram _ 

Big  Soring _  . 

Matagorda . 

Jefferson _  _ 

Panola _ 

Bell.... . 

Burnett . . 

Howard . . . 
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RULES  AND  REGULATIONS 

Texas — Continued 


Texas — Continued 


City 

•  County 

Bledsoe . 

Cochran... 

Bloomburg . 

Cass 

B  ogata . 

Red  River _ 

Bonham _ 

Fannin 

Bovina . . . 

Parmer. .  _ 

Brady . . 

McCulloch 

Breckenridge . 

Stephens.  ... 

Brenham . . 

Broadview . 

Lubbock. _ _ 

Brookshire . . 

Waller 

Brownfield . 

Terry.. . 

Brownsville . . . 

Cameron _  . 

Brown  wood . . 

Bryan . . . . 

Brazos. . 

Bula.. . _ . 

Burton. . 

Washington 

Bynum. . . 

Hill . 

Caldwell _ _ _ 

Burleson _ _ 

Calvert.. . . 

Robertson.. 

Cameron . . 

Milam . 

Canutillo . 

El  Paso 

Carthage . . 

Panola _ 

Celina . . . 

Collin _ 

Center . . . 

Shelby.. . 

Chaison . . 

Jefferson  _ 

Chappell  Hill . 

Childress . 

Childress.. 

Chillicothe . 

Hardeman _ _ 

Clarksville . . 

Red  River . 

Cleburne.. . . 

Coble . .  ... 

Coleman . . . 

Colorado  City. . 

Mitchell . 

Commerce . . 

Hunt  _ 

Cooper _ _ _ 

Delta 

Corpus  Christi . . 

Corsicana . . 

Crockett . . 

Houston _ _  . 

Crosbyton . . 

Cuero* _ _ 

Cumby . . 

Daingerfield . . 

Dallas . . . 

Dean . . 

Clay 

Dean . 

Dean . 

Decatur.. . . 

Wise 

Dell  City . 

Denison . . 

Denton . . 

Denver  City . 

Deport . . . 

Dimmitt _ 

Dublin . . 

Eden.. . . 

Edgewood.. . . 

Van  Zandt _ 

Edna. . . 

El  Campo . . . 

Wharton _ 

Elgin. . . . . 

Elkhart . . . 

El  Paso . . 

El  Paso _ 

Elysian  Fields _ 

Emhouse _  _ 

Engelman  Gardens . 

Hidalgo _ 

Enloe . . . 

Ennis.. . . 

Ellis 

Enochs.. . . 

Fabens. . . 

Fairfield.. . . 

Farwell . . . 

Fauna  . . . 

Harris 

Floydada... . . 

Forney _ 

Fort  Hancock. . . 

Hudspeth _ _ 

Fort  Stockton . . 

Fort  Worth . . 

Tarrant _ 

Frisco . . . 

Collin . 

Gainesville . . 

Cooke 

Galveston . . 

Ganado . . . . 

Garland . . . 

Gary . . . 

Gatesville . 

Gilmer... . . . 

Upshur _ 

Gonzales _ _ _ 

Grand  Saline _ 

Grandview . . . 

Johnson 

Granger . . . 

Grapeland— . 

Houston _ 

Grassland. . 

Lynn _  . 

Greenville . 

Hunt _ 

Hale  Center _ 

Hale 

Hamilton . . 

Hamilton _ 

Hamlin . 

Harlingen. . 

Cameron _ 

Hart . 

Castro 

Haskell  . 

Haskell  . 

llearne . . 

Hebron . 

Denton  . 

lledley. _ _ 

Donley 

Henderson . 

Rusk.* 

Hillsboro . 

Hill.... 

Basis 

mid¬ 

dling 

white 

inch 

loan 

rate 


29.93 
30.07 
30.07 
30.07 

29.93 

29.99 
30. 01 
30.01 

29.93 
30. 01 

29.93 

29.94 
30.01 
30.  01 

29.93 
30.01 
30.  01 
30.01 
30.  01 
30.01 

29.84 
30.07 
30.01 
30.07 
30.07 
30.  01 

29.99 
30.  01 
30.07 
30. 01 

29.93 

29.99 

29.99 
30.07 
30.07 

29.98 
30.01 
30.01 

29.93 
30.  01 
30.07 
30.07 
30. 01 
30.01 

29.93 
30.  01 
30. 01 
29.86 
30.07 
30. 01 

29.93 
30.07 

29.94 
30.  01 

29.99 
30.07 
30. 01 
30. 01 
30.01 
30.01 

29.84 
30.07 
30.01 

29.94 
30.07 
30. 01 

29.93 

29.84 
30. 01 

29.93 
30.07 

29.99 
30.07 

29.84 
29. 91 
30. 01 
30.01 
30.07 
30.07 
30.01 
30.07 
30.07 
30.01 
30.07 
30.01 
30.07 
30.01 
30.01 
30.01 

29.93 
30.07 

29.94 
30. 01 

29.99 

29.94 

29.94 

29.99 
30. 01 
30.01 

29.99 
30.07 
30.01 


City 

-  County 

Basis 

mid¬ 

dling 

white 

inch 

loan 

rate 

City 

-  County 

Basis 

mid¬ 

dling 

white 

inch 

loan 

rate 

Hoban... . . . 

Reeves . 

29.91 
30.07 
30.07 
30.01 
3a  07 
30.01 
30.01 

Rockwall 

30.07 

29.99 

30.01 

30.07 

29.99 

30.07 

Honev  Grove 

Fannin 

Roscoe .  , 

Houston _ _ 

Harris.. _ _ 

Rosebud _ 

Falls 

Hubbard... . . 

Hill 

Rosenberg . . 

Hughes  Springs 

Cass . . 

Rotan. . . 

Huntsville 

Walker... . . 

Rowlett 

Hutto. . 

Williamson  . . 

Royse  City _ _ 

Irene _ 

Hill _ _ _ _ 

30.01 
3a  07 

Rule _ ." 

30. 07 
29.99 

Jacksonville . 

Cherokee _ _ 

Salado _ _  . 

Bell 

Williamson _ _ 

30.01 

San  Angelo. 

30.  Oi 

Kent . . . 

29.99 

30.07 

29.99 

Jefferson . 

Marion . . . 

San  Augustine . 

29.98 

Jewett . 

Leon _ _ 

30.01 

San  Marcos _ 

30. 07 

Kaufman . 

Kaufman.  . 

3a  07 
29.98 

Saragosa _  . 

30. 01 
29.91 
30.01 

Kenedy . 

Karnes. . . 

Schulenburg . 

Kerens.. . 

Navarro _  _ _ 

30.01 

Killeen _ 

Bell _ _ _ 

30.01 

29.93 

Knox  City. . . 

Knox . . . 

29.99 

30.01 

Knim 

Denton _ •  . 

30.01 

30.  Oi 

Ladonia . 

Fannin 

30.07 

Shamrock 

29.93 
29.99 
30.07 
30.01 
30.01 

29.94 
29.94 
29.99 

29.98 
29.93 

29.99 
29.99 
29.99 
29.93 
30.01 
29.93 
30.07 
30.07 
29.99 
29.99 

29.98 
29.93 

29.93 
30.07 
30.01 
30.01 
30.01 
30.07 
30.07 
30.07 
30.07 
30.07 

29.84 
30.07 

29.94 
29.94 

29.99 
30.07 
30.01 

29.85 
30.01 
30.01 
30.01 
30.01 
29.99 
30.01 
29.99 
29.94 
30.01 
29.93 
30.07 
30.01 
30.07 
29.93 
30.07 
29.99 
30.07 
29.93 
30.01 
30.01 
29.84 

La  Grange _ _ 

Fayette _ _ 

30.01 

Sherman 

Lamesa _ 

Dawson . . . 

29.93 

29.93 

Levelland.. . . 

Hockley . . . 

Shiro _ 

Lindale... . 

Smith . . . 

30.07 

Littlefield.. . 

Lamb . . 

29.93 

Slaton _ 

Culberson . . 

29.85 
30. 01 

Snyder _ 

Lockhart _ _ 

Caldwell _ 

Lockney _ _ 

Floyd.. _ _ 

29.94 

30.07 

29.99 

29.93 
30.01 

29.94 
29.99 
29.99 
29. 91 
30.01 
30.07 
29.99 
30. 01 
29.85 
30. 01 
30.07 
30. 01 
30.01 
29.03 
29.99 
29.94 
29.99 
29.99 
30.01 
29.93 
30. 01 
30.07 
29. 91 
29.93 
30. 07 
29.93 
29.99 
30.07 
30.07 
30.01 
30.07 
30.07 
30.01 
30. 01 
29.99 
29.99 

29.93 
29.99 

29.94 
30.07 
29.99 
30. 01 
30.07 

29.93 
29.99 
29.  91 

29.94 
29.93 
30. 01 
30.07 

29.93 

29.94 
30.07 
30.07 

29.93 
29.85 
30.07 
29.  91 
30.01 

29.94 
30.07 

29.93 

29.94 
30.01 
30.01 
29.99 

29.98 

29.99 

20.99 

29.99 

Spade _ 

Longview . . . 

Gregg. . . 

Spade.  . 

Loraine . . 

Mitchell _ 

Spur . 

Lorenzo . . . 

Crosby _ _ _ 

Stamford 

Lovelady . . . 

Houston _ 

Stanton.  ~ 

Lubbock _ _ _ 

Lubbock... . 

Streetman 

Lueders . . 

Jones . . . 

McAdoo . . 

Dickens _ _ _ 

McCamey . 

Upton . . 

McGregor _ 

McLennan . 

Sweetwater. 

McKinney . . . 

Collin . . . 

Swenson _ 

McLean . . . 

Gray _ _ _ 

Taft . 

Madison  ville . . 

Madison . 

Tahoka _ _ 

Presidio . 

Tarzan _ 

Marlin.. _ _ 

Falls . . 

Tatum... 

Marshall . . . 

Harrison _ _ 

Mclennan 

Teague _ 

Maypearl . . . . 

Ellis... 

Temple... 

Bell 

Meadow _ 

Terry . . . 

Tenaha . 

Memphis . 

Hall. . . . 

Terrell _ 

Mercedes . 

Hidalgo _ 

Mereta . . . 

Tom  Green . . 

Texas  City. 

Merkel . . 

Taylor . . 

Timpson _ 

Mexia . . . 

Limestone _ 

Tomillo . 

Midland... . 

Midland _ _ 

Troup.. 

Midlothian . . 

Ellis... . . 

Tulia . . 

Mineola _ 

Wood.. . 

Turkey _ 

Hall 

Monahans . . 

Ward . 

T  witty _ _ 

Wheeler 

Morton _ 

Cochran _ 

Tyler _ 

Mt.  Pleasant . . 

Titus _ 

Valley  Mills 

Muleshoe . . 

Bailey.  _  _ 

Van  Horn _ 

Monday _ _ 

Knox _ _ _ 

Venus . . . 

Nacogdoches _ 

Nacogdoches 

Vernon . 

Naples _ 

Morris _ 

Victoria— . . 

Navasota _ _ 

Grimes...  ... 

Waco _ 

Need  ville _ 

Fort  Bend  . 

Wall _ _ _ 

New  Boston.  . . 

Bowie _ 

Waxahachie . . 

Ellis 

New  Braunfels 

Comal  . 

Wellington . . 

Nocona _ _ _ 

Montague _ _ 

Weslaco . . . 

Norton. . . 

Runners _ 

West _ _ 

O’Brien 

Haskell _ 

Whiteface. . . 

O’Donnell _ 

Lynn _ 

Whitewright . 

Grayson  . . 

Old  Glory . . 

Wichita  Falls . . 

Wichita . 

Olton _ 

Wills  Point . . 

Omaha _ 

Morris _ 

Wilson . . . 

Lynn _ _ _ 

Paducah _ 

Cottle 

Winnsboro . . 

Wood  . . 

Palestine _ _ 

Anderson _ 

Winters . . 

Runnels _ 

Paris . . . . 

Lamar 

Wolfe  City . 

Hunt _ 

Patricia . . . 

Wolfforth . . . . 

Lubbock _ _ 

Peacock.. . . 

Yoakum... . 

Lavaca _ 

Pecos... . . . . 

Yorktown . . 

De  Witt _ 

Petersburg . . 

Hale 

Ysleta . . . 

El  Paso _ 

Pettit-...- . 

Hockley  . . . 

Pilot  Point . . 

Denton* _ 

Virginia 

Pittsburg _ _ _ 

Camp _ 

Plains _ 

Plainview.. . . . 

Hale _ 

Boykins. . . . 

Southampton . . 

30.76 

30.76 

30.76 

30.76 

Plano.  _ 

Port  Arthur _ 

Jefferson 

Broadnax . 

Brunswick _ 

Kenbridge. . . 

Lunenburg _  ... 

Presidio 

Norfolk _ 

Norfolk..— _ _ 

Princeton _ 

Collin . 

Pyote _ 

Ward 

§  1427.1485  Schedule  of  loan  rates  for 
eligible  1964-crop  extra  long  staple 
cotton. 

Schedule  of  minimum  loan  rates  (in 
cents  per  pound,  net  weight)  basis  area 
of  production  for  designated  qualities  of 
eligible  1964-crop  extra  long  staple 

Qiianah _ 

Quitaque _ 

Briscoe _ 

v  •  TTi  i 

Wood 

Ralls _ 

Crosby _ _ 

Ravmondville 

Willacy . 

Rice _  _ 

Roans  Prairie..  . 

Grimes _ _ _ 

Roaring  Springs 

Motley _ 

Robs  town _ 

Nueces _ 

Roby . . . 

Fisher 

Rochelle _ 

McCulloch. 

Rochester _  „ , 

Haskell . 

cotton  are  as  follows: 

Texas — Continued 
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(a)  American-Egyptian  Cotton: 


Staple  length  (inches) 


Grade 

1H 

VAt 

IN  and  longer 

Aria. 

and 

Calif. 

N. 

Mex. 

and 

Texas 

Ariz. 

and 

Calif. 

N. 

Mex. 

and 

Texas 

Ariz. 

and 

Calif. 

N. 

Mex. 

and 

Texas 

1 . 

50. 25 

50.65 

51.10 

51.50 

51.45 

51.85 

2_. . 

49.80 

50.20 

50.80 

51.20 

51.10 

51.50 

3  . 

49.40 

49.80 

50.15 

50.55 

50.45 

50.85 

\\ . 

48.  40 

48.80 

49. 05 

49.  45 

49.  25 

49.  65 

5  . 

45.40 

45.80 

46.  15 

46.55 

46.35 

46.  75 

6  . 

41.45 

41.85 

41.90 

42.30 

42. 10 

42.50 

7  . 

38.00 

38.40 

38.50 

38.90 

38.60 

39.00 

g  . 

34.80 

35.20 

35.20 

35.60 

35.  40 

35.  80 

9 . 

31.95 

32.35 

32.40 

32.80 

32.60 

33.00 

(b)  Sea  Island  Cotton: 


Staple  length  (inches) 


Grade 

IN 

l7At 

1 H  and 
longer 

45.30 

46. 10 

46.40 

IN  . 

44.90 

45.85 

46. 10 

2* . 

44.55 

45. 25 

45.50 

2N . 

43.65 

44. 25 

44. 45 

3" . 

41.00 

41.65 

41.80 

3N  . . . 

37. 40 

37. 85 

38.00 

4" . — 

34. 35 

34.75 

34.90 

41$ . 

31.  45 

31.80 

32.00 

5  ’ . 

28.85 

29.30 

29. 45 

(c)  Sea  Land  Cotton: 


Staple  length  (inches) 


Grade 

IN 

VA% 

IN  and 
longer 

1 _ 

40.20 

40.90 

41.15 

39.85 

40.65 

40.85 

2;: . 

39.50 

40. 15 

40. 35 

2M . 

38. 75 

39. 25 

39.40 

3 . 

36.35 

36.95 

37. 10 

3H . 

33.20 

33.55 

33.70 

4 . 

30. 45 

30.80 

30.95 

4tf . . 

27.90 

28.20 

28. 40 

5 . 

25.60 

26.00 

26. 15 

Effective  date:  This  subpart  shall  be¬ 
come  effective  upon  publication  in  the 
Federal  Register. 


Signed  at  Washington,  D.C.,  on  July 
13, 1964. 

E.  A.  Jaenke, 

Acting  Executive  Vice  President, 
Commodity  Credit  Corporation. 

[Fit.  Doc.  64-7132;  Plied,  July  20,  1964; 
8:45  ajn.] 


Title  10— ATOMIC  ENERGY 

Chapter  I — Atomic  Energy 
Commission 

PART  30— LICENSING  OF 
BYPRODUCT  MATERIAL 

General  License  to  Own  Byproduct 
Material 

A.Pril  23»  1964,  the  Commission  pub- 
in  the  Federal  Register  (29  FH. 
5^7)  a  proposed  amendment  of  its  reg¬ 
ulations  “Licensing  of  Byproduct  Mate- 
»  10  CFR  part  30,  which  would,  by 
ne  Edition  of  a  new  paragraph  (f)  to 


§  30.21,  issue  a  general  license  for  the 
ownership  of  byproduct  material.  The 
general  license  would  include  the  right 
both  to  receive  and  transfer  such  owner¬ 
ship. 

The  notice  of  proposed  rule  making 
allowed  60  days  for  public  comment.  No 
adverse  comments  have  been  received  in 
response  to  the  notice  of  proposed  rule 
making.  The  text  of  the  amendment  set 
out  below  is  identical  with  the  text  of  the 
proposed  amendment  published  April  23, 
1964. 

Pursuant  to  the  Atomic  Energy  Act  of 
1954,  as  amended,  and  the  Administrative 
Procedure  Act  of  1946,  the  following 
amendment  of  Title  10,  Chapter  1,  Part 
30  of  the  Code  of  Federal  Regulations,  is 
published  as  a  document  subject  to  codi¬ 
fication,  to  be  effective  thirty  (30)  days 
after  publication  in  the  Federal  Register. 

A  new  paragraph  (f )  is  added  to  §  30.21 
to  read  as  follows : 

§30.21  General  licenses. 

***** 

(f)  A  general  license  is  hereby  issued 
to  own  byproduct  material  without  re¬ 
gard  to  quantity.  Notwithstanding  any 
other  provisions  of  this  part,  a  general 
licensee  under  this  paragraph  is  not  au¬ 
thorized  to  manufacture,  produce,  trans¬ 
fer,  receive,  possess,  use,  import  or  export 
byproduct  material,  except  as  authorized 
in  a  specific  license. 

(Sec.  81,  68  Stat.  935;  42  U.S.C.  2111;  sec.  161, 
68  Stat.  948;  42  U.S.C.  2201) 

Dated  at  Washington,  D.C.,  this  14th 
day  of  July  1964. 

For  the  Atomic  Energy  Commission. 

Woodford  B.  McCool, 
Secretary. 

[F.R.  Doc.  64-7219;  Filed,  July  20,  1964; 

8:50  a.m.] 


Title  12— BANKS  AND  BANKING 

Chapter  II — Federal  Reserve  System 

SUBCHAPTER  A — BOARD  OF  GOVERNORS  OF 
THE  FEDERAL  RESERVE  SYSTEM 

[Reg.  H] 

PART  208— MEMBERSHIP  OF  STATE 
BANKING  INSTITUTIONS  IN  THE 
FEDERAL  RESERVE  SYSTEM 

Direct  Investments  in  Stock  of  Foreign 
Banks 

§  208.112  Investments  by  member 
banks  in  stock  of  foreign  banks. 

(a)  Question  has  arisen  whether  mem¬ 
ber  banks  may  directly  acquire  and  hold 
stock  of  foreign  banks  as  a  means  of  con¬ 
ducting  their  overseas  operations. 

(b)  In  the  opinion  of  the  Board,  it  is 
clear  that  such  direct  acquisition  and 
holding  by  member  banks  of  stock  of 
foreign  banks  is  not  permissible  under 
present  law.  State  member  banks  are 
made  subject  by  section  9  of  the  Federal 
Reserve  Act  (12  U.S.C.  335)  to  the  same 
limitations  and  conditions  with  respect 
to  the  purchasing  and  holding  of  stock  as 


are  applicable  in  the  case  of  national 
banks  under  section  5136  of  the  Revised 
Statutes  (12  U.S.C.  24) .  Under  the  last- 
mentioned  section,  a  national  bank  is 
prohibited  from  purchasing  for  its  own 
account  any  shares  of  stock  of  any  cor¬ 
poration  except  as  provided  in  that  sec¬ 
tion  or  “otherwise  permitted  by  law.” 
There  is  no  provision  in  section  5136  or 
any  other  provision  of  law  permitting 
the  purchase  by  national  banks  of  stock 
of  foreign  banks. 

(c)  It  may  be  noted  that  under  the 
Federal  Reserve  Act  specific  provision  is 
made  for  acquisition  by  member  banks 
of  stock  of  domestic  corporations'  en¬ 
gaged  in  international  or  foreign  banking 
or  financing.  Through  such  intermedi¬ 
ate  subsidiaries,  a  member  bank  may  in¬ 
directly  acquire  and  hold  the  stock  of 
foreign  banks. 

(12  U.S.C.  248(1).  Interprets  12  U.S.C.  24 
and  335) 

Dated  at  Washington,  D.C.,  this  15th 
day  of  July  1964. 

Board  of  Governors  of 
the  Federal  Reserve 
System, 

[seal]  Merritt  Sherman, 

Secretary. 

[F.R.  Doc.  64-7273;  Filed,  July  20,  1964; 

8:45  a.m.] 

Title  14-AERONAUTICS  AND 
SPACE 

Chapter  I — Federal  Aviation  Agency 
SUBCHAPTER  E — AIRSPACE  [NEW] 

[Airspace  Docket  No.  64-WA-38] 

PART  71— DESIGNATION  OF  FEDERAL 

AIRWAYS,  CONTROLLED  AIRSPACE, 
AND  REPORTING  POINTS  [NEW] 

Alteration  of  Federal  Airway 

The  purpose  of  this  amendment  to 
Part  71  [New]  of  the  Federal  Aviation 
Regulations  is  to  realign  the  segment  of 
VOR  Federal  airway  No.  210  from  the 
Barstow,  Calif.,  Intersection  (intersec¬ 
tion  of  the  Hector,  Calif.,  263°  and  the 
Daggett,  Calif.,  229°  True  radials)  to 
Hector. 

The  Barstow  Intersection  and  VOR 
Federal  airway  No.  12  segment  between 
Palmdale,  Calif.,  and  Hector  were  altered 
in  Airspace  Docket  No.  64-LAX-6  (29 
F.R.  8260)  to  utilize  the  263°  True  radial 
of  the  Hector  VOR.  Accordingly,  ac¬ 
tion  is  taken  herein  to  realign  V-210 
between  Barstow  Intersection  and  Hector 
via  the  Hector  263°  True  radial- in  lieu 
of  the  Hector  265°  True  radial  so  as  to 
position  this  segment  of  V-210  over  the 
centerline  of  V-12. 

Since  this  action  is  minor  in  nature 
and  imposes  no  additional  burden  on  any 
person,  notice  and  public  procedure 
hereon  are  unnecessary.  However,  since 
it  is  necessary  that  sufficient  time  be 
allowed  to  permit  appropriate  changes 
to  be  made  on  aeronautical  charts  this 
amendment  will  become  effective  more 
than  30  days  after  publication. 
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In  consideration  of  the  foregoing, 
§  71.123  (29  P.R.  1009,  3225,  7018,  7766, 
792" >  is  amended  as  follows:  In  V-210 
“Hector,  Calif.,  265*  radials;”  is  deleted 
and  “Hector,  Calif.,  263*  radials;”  is 
substituted  therefor. 

This  amendment  shall  become  effec¬ 
tive  0001  e.s.t„  September  17,  1964. 

(Sec.  307(a),  72  Stat.  749;  49  U.S.C.  1348) 

Issued  in  Washington,  D.C.,  on  July 
14, 1964. 

Daniel  E.  Barrow, 

Chief,  Airspace  Regulation 
and  Procedures  Division. 

(F.R.  Doc.  64-7174;  Filed,  July  20,  1964; 
8:45  a.m.] 


[Airspace  Docket  No.  64-CE-20] 

PART  71 — DESIGNATION  OF  FEDERAL 

AIRWAYS,  CONTROLLED  AIRSPACE, 

AND  REPORTING  POINTS  [NEW! 

Alteration  of  Control  Zone  and 
Transition  Area 

The  purpose  of  these  amendments  to 
Part  71  [New]  of  the  Federal  Aviation 
Regulations  is  to  alter  the  descriptions  of 
the  control  zone  and  transition  area  at 
Grand  Rapids,  Mich. 

The  Grand  Rapids,  Mich.,  transition 
area  is  designated,  in  part,  with  reference 
to  the  259°  bearing  from  the  Grand  Rap¬ 
ids  radio  range.  Since  this  facility  was 
decommissioned  on  June  18,  1964,  and 
since  no  approach  procedure  was  predi¬ 
cated  upon  it,  that  portion  of  the  trans¬ 
ition  area  based  upon  the  facility  is  no 
longer  necessary. 

Since  these  amendments  impose  no 
additional  burden  on  any  person,  notice 
and  public  procedure  hereon  are  unnec¬ 
essary  and  the  amendments  may  be  made 
effective  immediately. 

In  consideration  of  the  foregoing.  Part 
71  [New]  of  the  Federal  Aviation  Regula¬ 
tions  is  amended,  effective  immediately, 
as  hereinafter  set  forth. 

1.  In  §  71.171  (29  F.R.  1101) ,  the  Grand 
Rapids,  Mich.,  control  zone  is  amended 
by  deleting  all  reference  to  “Cascade 
Airport”  and  substituting  “Kent  County 
Airport”  therefor. 

2.  In  §  71.181  (29  F.R.  1160) ,  the  Grand 
Rapids,  Mich.,  transition  area  is  amended 
as  follows: 

a.  Substitute  “Kent  County  Airport” 
for  “Cascade  Airport.” 

b.  Delete  “within  5  miles  N  and  10 
miles  S  of  the  259°  bearing  from  the 
Grand  Rapids  RR;  extending  from  the 
RR  to  12  miles  W  of  the  RR;”  and  sub¬ 
stitute  “within  2  miles  each  side  of  the 
Grand  Rapids  ILS  W  course,  extending 
from  the  7-mile  radius  to  16  miles  W  of 
the  Kent  County  Airport;”  therefor. 

(Sec.  307(a)  of  the  Federal  Aviation  Act  of 
1958;  49  U.S.C.  1348) 

Issued  in  Washington,  D.C.,  on  July  14, 
1964. 

Daniel  E.  Barrow, 

Chief,  Airspace  Regulations 
and  Procedures  Division. 

[FJt.  Doc.  64-7173;  Filed,  July  20,  1964; 

8:45  am.] 


[Airspace  Docket  No.  62-PC-10] 

PART  71—  DESIGNATION  OF  FEDERAL 
AIRWAYS,  CONTROLLED  AIRSPACE, 
AND  REPORTING  POINTS  [NEW! 

Designation  of  Transition  Area 

On  April  25,  1964,  a  notice  of  proposed 
rule  making  was  published  in  the  Fed¬ 
eral  Register  (29  F.R.  5564)  stating  that 
the  Federal  Aviation  Agency  was  con¬ 
sidering  the  designation  of  the  Hawaiian 
Islands  transition  area. 

Interested  persons  were  afforded  an 
opportunity  to  participate  in  the  rule 
making  through  submission  of  comments, 
but  no  comments  were  received. 

Subsequent  to  publication  of  the  No¬ 
tice,  it  was  determined  that  the  geo¬ 
graphical  coordinate  of  latitude  22°  06' 
N.,  longitude  155°46'  W.  (Sunrise  Inter¬ 
section)  could  be  omitted  from  the  de¬ 
scription' of  the  transition  area  since  it 
is  between  two  points  which  form  a 
straight  line  in  the  transition  area 
boundary.  Such  action  is  taken  herein. 

In  consideration  of  the  foregoing.  Part 
71  [New]  of  the  Federal  Aviation  Regu¬ 
lations  is  amended,  effective  0001  e.s.t., 
September  17,  1964,  as  hereinafter  set 
forth. 

In  §  71.181  (29  F.R.  1160) .  the  following 
transition  area  is  added: 

Hawaiian  Islands. 

That  airspace  extending  upward  from 

14.500  feet  MSL  within  the  area  bounded  by 
lines  beginning  at  latitude  22 “24'  N.,  longi¬ 
tude  161°  15'  W.,  to  latitude  23°53'  N.,  longi¬ 
tude  159°30'  W.,  to  latitude  22*31'  N., 
longitude  156°05'  W.,  to  latitude  21*47'  N., 
longitude  155°32'  W.,  to  latitude  19*44'  N„ 
longitude  153*15'  W.,  to  latitude  18*20'  N., 
longitude  153*32'  W.,  to  latitude  17*15'  N., 
longitude  155*40'  W.,  to  latitude  19*43'  N.. 
longitude  158*00'  W..  to  latitude  20*46'  N., 
longitude  159*29'  W.,  to  latitude  21*18'  N., 
longitude  159*32'  W.,  to  latitude  21*30'  N.. 
longitude  159*32'  W.,  to  latitude  21*30'  N., 
longitude  161*00'  W.,  to  latitude  21*56'30'' 
N.,  longitude  161*20'  W.,  to  the  point  of  be¬ 
ginning. 

The  airspace  within  control  area  exten¬ 
sions,  transition  areas,  Federal  airways,  R- 
3107,  warning  areas  and  the  airspace  less  than 

1.500  feet  above  the  terrain  are  excluded. 

(Secs.  307(a)  and  1110  of  the  Federal  Avia¬ 
tion  Act  of  1958;  49  U.S.C.  1348,  1510;  E.O. 
10854, 24  F.R.  9565) 

Issued  in  Washington,  D.C.,  on  July  14, 
1964. 

Daniel  E.  Barrow, 

Chief,  Airspace  Regulations 
and  Procedures  Division. 

[F.R.  Doc.  64-7176;  Filed,  July  20,  1964; 
8:45  a.m.] 


[Airspace  Docket  No.  63-WA-74]. 

PART  71— DESIGNATION  OF  FEDERAL 
AIRWAYS,  CONTROLLED  AIRSPACE, 
AND  REPORTING  POINTS  [NEW] 

Change  of  Effective  Date 

On  July  7, 1964,  Federal  Register  Docu¬ 
ment  64-6717  was  published  in  the 
Federal  Register  (29  F.R.  8471)  effective 
September  17,  1964,  revising  the  airway 
and  route  structure.  In  order  to  provide 
a  uniform  time  for  the  establishment  of 
the  revised  structure,  action  is  taken 
herein  to  designate  0001  e.s.t.,  September 


17,  1964,  as  the  time  of  effectiveness  for 
the  revised  airway  structure. 

Since  this  amendment  is  editorial  in 
nature  and  imposes  no  additional  burden 
on  any  person,  compliance  with  section  4 
of  the  Administrative  Procedure  Act  is 
unnecessary  and  the  original  date  of 
effectiveness  may  be  retained. 

In  consideration  of  the  foregoing  Fed¬ 
eral  Register  Document  64-6717  is 
amended  as  follows:  “effective  Septem¬ 
ber  17,  1964.”  is  deleted  and  “effective 
0001  e.s.t.,  September  17,  1964.”  is  substi¬ 
tuted  therefor. 

(Secs.  307(a),  1110,  Federal  Aviation  Act  of 
1958;  49  U.S.C.  1348(a)  and  1510) 

Issued  in  Washington,  D.C.,  on  July  14 
1964. 

Daniel  E.  Barrow, 
Chief,  Airspace  Regulations 
and  Procedures  Division. 

[F.R.  Doc.  64-7175;  Filed,  July  20,  1964; 

8:45  am.] 


Chapter  III — Federal  Aviation  Agency 
SUBCHAPTER  C — AIRCRAFT  REGULATIONS 

[Reg.  Docket  No.  3023;  Arndt.  767] 


PART  507— AIRWORTHINESS 
DIRECTIVES 

Piper  Model  PA— 30  Series  Aircraft 


A  proposal  to  amend  Part  507  of  the 
regulations  of  the  Administrator  to  in¬ 
clude  an  airworthiness  directive  requir¬ 
ing  replacement  of  the  present  nose  gear 
retraction  tubes  with  redesigned  tubes  on 
Piper  Model  PA-30  Series  aircraft  was 
published  in  28  F.R.  14529. 

Interested  persons  have  been  afforded 
an  opportunity  to  participate  in  the 
making  of  the  amendment.  There  was 
an  objection  to  the  AD  on  the  grounds 
that  the  manufacturer  was  already  tak¬ 
ing  steps  to  insure  that  redesigned  nose 
gear  retraction  tubes  were  installed  on 
all  affected  aircraft.  It  has  subsequent¬ 
ly  been  determined  that  redesigned  nose 
gear  retraction  tubes  have  been  installed 
in  all  but  five  aircraft.  Therefore  the 
proposed  AD  has  been  revised  to  apply 
only  to  those  aircraft  which  have  not 
been  shown  to  incorporate  the  rede¬ 
signed  part. 

In  consideration  of  the  foregoing,  and 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (25  F.R.  6489), 
§  507.10(a)  of  Part  507  (14  CFR  Part 
507)  is  hereby  amended  by  adding  the 
following  new  airworthiness  directive: 

Piper.  Applies  to  Model  PA-30  aircraft, 
Serial  Numbers  30-41,  30-82,  30-83,  30- 
104,  and  30-123. 

Compliance  required  within  25  hours’  time 
in  service  after  the  effective  date  of  this  AD 
unless  already  accomplished. 

Because  of  the  possible  presence  of  welds 
with  inadequate  penetration  in  the  nose  gear 
retraction  tube,  replace  the  present  tube 
with  a  redesigned  nose  gear  retraction  tube, 
Piper  P/N  21109-05. 

Note:  The  new  tube  can  be  identified  by 
the  two  bead  weld  slots  on  each  end  of  the 
tube. 

(Piper  Service  Letter  No.  409,  dated  Octo¬ 
ber  9,  1963,  provides  replacement  method 
instructions.) 
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Tuesday ,  July  21,  1964 


This  amendment  shall  become  effec¬ 
tive  August  20, 1964. 

(Secs.  313(a) ,  601,  603;  72  Stat.  762,  775,  776; 
49  U.S.C.  1354(a) ,  1421, 1423) 

Issued  in  Washington,  D.C.,  on  July  14, 
1964. 

W.  Lloyd  Lane, 
Acting  Director, 
Flight  Standards  Service. 

[PB.  Doc.  64-7177;  Piled,  July  20,  1964; 
8:46  ajn.] 


In  consideration  of  the  foregoing,  and 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (25  F.R.  6489) , 
§  507.10(a)  of  Part  507  (14  CFR  Part  507) 
is  hereby  amended  by  adding  the  follow¬ 
ing  new  airworthiness  directive: 

Lockheed.  Applies  to  all  Models  188A  and 
188C  Series  aircraft. 

Compliance  required  within  425  hours’ 
times  in  service  after  the  effective  date  of 
this  AD,  unless  accomplished  within  3,075 
hours’  time  in  service  preceding  the  effec¬ 
tive  date  of  this  AD,  and  thereafter  at  inter¬ 
vals  not  to  exceed  3,500  hours’  time  in  service 


[Reg.  Docket  No.  4083;  Arndt.  768] 

PART  507— AIRWORTHINESS 
DIRECTIVES 

Lockheed  Models  188A/188C  Series 
Aircraft 

A  proposal  to  amend  Part  507  of  the 
Regulations  of  the  Administrator  to  in¬ 
clude  an  airworthiness  directive  requir¬ 
ing  inspection  of  the  aileron  push-pull 
tubes  and  replacement  of  any  parts 
found  cracked  or  worn  on  Lockheed 
Models  188A  and  188C  Series  aircraft  was 
published  in  29  F.R.  4778. 

Interested  persons  have  been  afforded 
an  opportunity  to  participate  in  the  mak¬ 
ing  of  the  amendment.  One  comment 
requested  that  the  initial  inspection  pe¬ 
riod  be  increased  to  455  hours’  time  in 
service  to  coincide  with  a  scheduled  serv¬ 
ice  inspection.  The  Agency  did  not  make 
this  change  since  the  time  requested  is 
considered  excessive.  Another  comment 
suggested  that  the  term  “lengthwise 
groove’’  be  better  defined,  otherwise 
push-pull  tubes  having  only  moderate 
and  normal  wear  patterns  would  have  to 
be  pulled  for  inspection.  It  is  specifi¬ 
cally  intended  that  all  push-pull  tubes 
having  moderate  grooves  and  grooves 
caused  by  normal  wear  be  pulled  and  in¬ 
spected,  therefore  no  change  in  the  direc¬ 
tive  is  necessary.  A  comment  also  sug¬ 
gested  that  the  AD  allow  for  rotation  of 
tubes  not  worn  beyond  certain  limits. 


from  the  last  inspection. 

As  a  result  of  excessive  wear  and  cracks 
in  the  aileron  control  system  push-pull 
tubes,  accomplish  the  following: 

(a)  Visually  inspect  the  wear  pattern  on 
the  eight  aileron  push-pull  tubes  located  aft 
of  the  wing  reax  spar,  P/Ns  810863-1,  810865- 
1,  and  807742-1,  and  measure  the  maximum 
wear  from  the  outside  surface  of  the  tube 
to  the  depth  of  the  wear  mark.  When  the 
visual  inspection  reveals  indications  of  a 
crack  or  a  lengthwise  groove  in  the  push-pull 
tube,  inspect  for  cracks  by  using  a  magnetic 
particle  inspection  method  or  an  equivalent 
approved  by  the  Chief,  Aircraft  Engineering 
Division,  FAA  Western  Region. 

(b)  Manually  spin  and  visually  inspect  all 
of  the  aileron  push-pull  tube  support  roll¬ 
ers  for  freedom  of  rotation  and  for  flat  spots. 

(c)  Following  the  inspections  of  (a)  and 
(b)  accomplish  the  following  before  further 
flight,  except  that  the  aircraft  may  be  fer¬ 
ried  in  accordance  with  the  provisions  of 
CAR  1.76  to  the  base  at  which  the  repairs 
or  replacements  are  to  be  accomplished: 

(1)  Replace  cracked  aileron  push-pull 
tubes  with  new  parts  of  the  same  part  num¬ 
ber  or  an  FAA-approved  equivalent.  Re¬ 
place  aileron  push-pull  tubes  P/N  810865-1 
with  more  than  0.006  inches  of  wear,  P/N 
810863-1  with  more  than  0.008  inches  of  wear, 
and  P/N  807742-1  with  more  than  0.012 
inches  of  wear  with  new  parts  of  the  same 
part  number  or  an  FAA-approved  equivalent. 

(2)  Replace  aileron  push-pull  tube  sup¬ 
port  rollers  which  do  not  rotate  freely  or 
which  have  a  flat  spot  with  new  rollers  of 
the  same  part  number  or  an  FAA-approved 
equivalent. 

(3)  When  push-pull  tubes  or  push-pull 
tube  support  rollers  are  replaced  in  accord- 


This  suggestion  was  not  accepted  since 
there  have  been  no  analyses  or  tests  to 
substantiate  the  adequacy  of  this  alter¬ 
native.  One  operator  claims  to  be  ade¬ 
quately  controlling  the  problem  with  6,- 
000-hour  interval  repetitive  inspections. 
If  this  is  correct,  an  adjustment  in  the 
inspection  interval  for  this  operator  can 
be  made  under  the  provisions  of  para¬ 
graph  (d)  of  this  AD  if  the  adjusted  in¬ 
spection  intervals  will  occur  at  es¬ 
tablished  inspection  periods  for  the 
operator. 

There  was  also  a  comment  pointing 
out  the  increase  in  record  keeping  for 
the  operators  caused  by  the  fact  that 
certain  procedures  in  the  Service  Bulle¬ 
tin  documents  issued  by  the  manufac¬ 
turer  pertaining  to  the  push-pull  tubes 
differ  from  the  procedures  specified  in 
the  AD.  The  Agency  feels  that  the 
somewhat  more  detailed  procedures  pro¬ 
vided  in  this  AD,  even  though  they  differ 
rom  the  procedures  in  the  manufac- 
urer  s  document,  are  necessary  in  order 
to  assure  proper  corrective  action.  Ac¬ 
cordingly,  the  AD  has  not  been  changed 
as  suggested. 


ance  with  (c)  (1)  or  (c)  (2),  adjust  the  clear¬ 
ance  between  the  aileron  push-pull  tubes 
and  their  support  rollers  in  accordance  with 
section  2.B.(4)  of  Lockheed  Alert  Service 
Bulletin  88/SB-607. 

(d)  Upon  request  of  the  operator,  an  FAA 
maintenance  inspector,  subject  to  prior  ap¬ 
proval  of  the  Chief,  Aircraft  Engineering  Di¬ 
vision,  FAA  Western  Region,  may  adjust  the 
repetitive  inspection  intervals  specified  in 
this  AD  to  permit  compliance  at  an  estab¬ 
lished  inspection  period  of  the  operator  if 
the  request  contains  substantiating  data  to 
justify  the  increase  for  such  operator. 

(Lockheed  telegram  to  operators  FS/ 
265688-W  dated  September  24,  1963,  and 
Lockheed  Service  Bulletin  88/SB-607  pertain 
to  this  same  subject.) 

This  amendment  shall  become  effective 
August  21, 1964. 

(Secs.  313(a),  601,  603;  72  Stat.  752,  775,  776; 
49  U.S.C.  1354(a),  1421,  1423) 

Issued  in  Washington,  D.C.,  on  July  16, 
1964. 

G.  S.  Moore, 
Director, 

Flight  Standards  Service. 

[FJR.  Doc.  64-7211;  Filed,  July  20,  1964; 

8:49  axn.] 


Title  19-CUSTOMS  DUTIES 

Chapter  I — Bureau  of  Customs, 
Department  of  the  Treasury 

[T.D.  56217] 

part  1 4 — APPRAISEMENT 
Bicycles  From  Czechoslovakia 

July  14,  1964. 

The  Bureau  of  Customs  published  a 
notice  of  intent  to  revoke  the  finding 
of  dumping  with  respect  to  bicycles  from 
Czechoslovakia  for  the  reason  stated  in 
such  notice.  No  comments  were  received 
in  response  thereto. 

The  finding  of  dumping  was  made  in 
Treasury  Decision  55243  which  was  pub¬ 
lished  in  the  Federal  Register  on  Octo¬ 
ber  19,  1960  (25  F.R.  9945).  The  notice 
of  intent  to  revoke  the  finding  of  dump¬ 
ing  was  published  in  the  Federal  Regis¬ 
ter  on  May  28, 1964  (29  F.R.  7031) . 

Accordingly,  it  having  been  found  that 
bicycles  from  Czechoslovakia  are  no 
longer  being,  or  are  likely  to  be,  sold  in 
the  United  States  at  less  than  fair  value, 
the  finding  of  dumping  as  to  such  mer¬ 
chandise  is  hereby  revoked. 

Section  14.13(b)  of  the  Customs  Regu¬ 
lations  is  amended  by  deleting  the  fol¬ 
lowing  from  the  list  of  findings  of  dump¬ 
ing  currently  in  effect: 


Merchandise 

Country 

T.D. 

C  zechoslovakia _ 

55243 

(Secs.  201,  407,  42  Stat.  11,  as  amended,  18; 
19  U.S.C.  160,  173) 


[seal]  James  Pomeroy  Hendrick, 

Acting  Assistant  Secretary 

of  the  Treasury. 

[F.R.  Doc.  64-7220;  Filed,  July  20,  1964; 
8:50  a.m.] 

Title  26-INTERNAL  REVENUE 

Chapter  I — Internal  Revenue  Service, 
Department  of  the  Treasury 
SUBCHAPTER  A— INCOME  TAX 
[T.D.  6747] 

PART  1—  INCOME  TAX;  TAXABLE 
YEARS  BEGINNING  AFTER  DECEM¬ 
BER  31,  1953 

Computation  of  Tax  Where  Taxpayer 
Restores  Substantial  Amount  Held 
Under  Claim  of  Right 

On  February  11,  1964,  notice  of  pro¬ 
posed  rule  making  with  respect  to  the 
amendments  of  the  Income  Tax  Regula¬ 
tions  (26  CFR  Part  1)  under  section 
1341  of  the  Internal  Revenue  Code  of 
1954  (relating  to  computation  of  tax 
where  taxpayer  restores  substantial 
amount  held  under  claim  of  right)  to 
conform  the  regulations  to  changes  made 
by  section  5  of  the  Act  of  October  23, 
1962  (Pub.  Law  87-863,  76  Stat.  1142), 
was  published  in  the  Federal  Register 
(29  F.R.  2342) .  No  objection  to  the  rules 
proposed  having  been  received  during 
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RULES  AND  REGULATIONS 


the  30-day  period  prescribed  in  the  no¬ 
tice,  the  amendments  of  the  regulations 
as  proposed  are  hereby  adopted,  sub¬ 
ject  to  certain  changes  and  additions  to 
conform  the  regulations  under  such 
section  1341  to  changes  made  by  section 
234(b)(7)  of  the  Revenue  Act  of  1964 
(78  Stat.  116).  The  changes  and  addi¬ 
tions  are  set  forth  below: 

Paragraph  1.  Section  1341  and  the  his¬ 
torical  note,  as  set  forth  in  paragraph  1 
of  the  notice  of  proposed  rule  making, 
are  changed. 

Par.  2.  Section  1.1341-1  is  further 
amended  by  revising  paragraph  (f )  (2) . 

Because  the  amendment  of  paragraph 
(f)  (2)  of  §  1.1341-1  merely  adds  a 
reference  to  a  definition  contained 
in  a  section  of  the  Internal  Revenue 
Code  of  1954  in  conformity  with  the 
amendment  made  by  section  234(b)  (7) 
of  the  Revenue  Act  of  1964  (78  Stat.  116) , 
it  is  found  that  it  is  unnecessary  to  issue 
that  portion  of  this  Treasury  decision 
with  notice  and  public  procedure  thereon 
under  section  4(a)  of  the  Administrative 
Procedure  Act,  approved  June  11, 1946,  or 
subject  to  the  effective  date  limitation  of 
section  4(c)  of  said  Act. 

[seal]  Bertrand  M.  Harding, 

Acting  Commissioner 
of  Internal  Revenue. 

Approved:  July  14, 1964. 

Stanley  S.  Surrey, 

Assistant  Secretary  of  the 
Treasury. 

In  order  to  conform  the  Income  Tax 
Regulations  (26  CFR  Part  1)  under  sec¬ 
tion  1341  of  the  Internal  Revenue  Code 
of  1954  to  section  5  of  the  Act  of  Oc¬ 
tober  23,  1962  (Public  Law  87-863,  76 
Stat.  1142),  and  to  section  234(b)  (7)  of 
the  Revenue  Act  of  1964  (78  Stat.  116), 
such  regulations  are  amended  as  follows: 

Paragraph  1.  Section  1.1341  is  amend¬ 
ed  by  revising  section  1341(b)(2),  by 
adding  new  paragraphs  (4)  and  (5)  at 
the  end  of  section  1341(b) ,  and  by  revis¬ 
ing  the  historical  note.  These  added 
and  revised  provisions  read  as  follows: 

§  1.1341  Statutory  provisions;  compu¬ 
tation  of  tax  where  taxpayer  restores 
substantial  amount  held  under  claim 
of  right. 

Sec.  1341.  Computation  of  tax  where  tax¬ 
payer  restores  substantial  amount  held  under 
claim  of  right.  *  *  * 

(b)  Special  rules.  *  *  * 

(2)  Subsection  (a)  does  not  apply  to  any 
deduction  allowable  with  respect  to  an  item 
which  was  included  in  gross  income  by 
reason  of  the  sale  or  other  disposition  of 
stock  in  trade  of  the  taxpayer  (or  other 
property  of  a  kind  which  would  properly 
have  been  included  in  the  inventory  of  the 
taxpayer  if  on  hand  at  the  close  of  the 
prior  taxable  year)  or  property  held  by 
the  taxpayer  primarily  for  sale  to  customers 
in  the  ordinary  course  of  his  trade  or  busi¬ 
ness.  This  paragraph  shall  not  apply  if  the 
deduction  arises  out  of  refunds  or  repay¬ 
ments  with  respect  to  rates  made  by  a  regu¬ 
lated  public  utility  (as  defined  in  section 
7701(a)  (33)  without  regard  to  the  limitation 
contained  in  the  last  two  sentences  there¬ 
of)  if  such  refunds  or  repayments  are  re¬ 
quired  to  be  made  by  the  Government,  polit¬ 
ical  subdivision,  agency,  or  instrumentality 
referred  to  in  such  section,  or  by  an  order 
of  a  court,  or  are  made  in  settlement  of 


litigation  or  under  threat  or  imminence  of 
litigation.  This  paragraph  shall  not  apply 
if  the  deduction  arises  out  of  payments  or 
repayments  made  pursuant  to  a  price  re- 
determination  provision  in  a  subcontract 
entered  into  before  January  1,  1958,  between 
persons  other  than  those  bearing  the  rela¬ 
tionship  set  forth  in  section  267(b),  if  the 
subcontract  containing  the  price  redeter¬ 
mination  provision  is  subject  to  statutory 
renegotiation  and  section  1481  (relating  to 
mitigation  of  effect  of  renegotiation  of  Gov¬ 
ernment  contracts)  does  not  apply  to  such 
payment  or  repayment  solely  because  such 
payment  or  repayment  is  not  paid  or  re¬ 
paid  to  the  United  States  or  any  agency 
thereof. 

*  *  •  *  * 

(4)  For  purposes  of  determining  whether 
paragraph  (4)  or  paragraph  (5)  of  subsection 
(a)  applies — 

(A)  In  any  case  where  the  deduction  re¬ 
ferred  to  in  paragraph  (4)  of  subsection  (a) 
results  in  a  net  operating  loss,  such  loss  shall, 
for  purposes  of  computing  the  tax  for  the 
taxable  year  under  such  paragraph  (4),  be 
carried  back  to  the  same  extent  and  in  the 
same  manner  as  is  provided  under  section 
172;  and 

(B)  In  any  case  where  the  exclusion  re¬ 
ferred  to  in  paragraph  (5)  (B)  of  subsection 
(a)  results  in  a  net  operating  loss  or  capital 
loss  for  the  prior  taxable  year  (or  years), 
such  loss  shall,  for  purposes  of  computing  the 
decrease  in  tax  for  the  prior  taxable  year  (or 
years)  under  such  paragraph  (5)  (B) ,  be  car¬ 
ried  back  and  carried  over  to  the  same  extent 
and  in  the  same  manner  as  is  provided  under 
section  172  or  section  1212,  except  that  no 
carryover  beyond  the  taxable  year  shall  be 
taken  into  account. 

(5)  For  purposes  of  this  chapter,  the  net 
operating  loss  described  in  paragraph  (4)  (A) 
of  this  subsection,  or  the  net  operating  loss 
or  capital  loss  described  in  paragraph  (4)  (B) 
of  this  subsection,  as  the  case  may  be,  shall 
(after  the  application  of  paragraph  (4)  or 
(5)  (B)  of  subsection  (a)  for  the  taxable 
year)  be  taken  into  account  under  section  172 
or  1212  for  taxable  years  after  the  taxable 
year  to  the  same  extent  and  in  the  same 
manner  as — 

(A)  A  net  operating  loss  sustained  for  the 
taxable  year,  if  paragraph  (4)  of  subsection 
(a)  applied,  or 

(B)  A  net  operating  loss  or  capital  loss 
sustained  for  the  prior  taxable  year  (or 
years) ,  if  paragraph  (5)  (B)  of  subsection  (a) 
applied. 

[Sec.  1311  as  amended  by  sec.  60,  Technical 
Amendments  Act  1958  (72  Stat.  1647);  sec.  5, 
Act  of  Oct.  23,  1962  (Pub.  Law  87-863,  76  Stat. 
1142);  sec.  234(b)(7),  Rev.  Act  1964  (78 
Stat.  116)] 

Par.  2.  Section  1.1341-1  is  amended  by 
adding  a  new  subdivision  (iii)  at  the  end 
of  paragraph  (b)(1),  by  revising  sub- 
paragraph  (2)  of  paragraph  (b) ,  by  add¬ 
ing  a  new  subparagraph  (4)  at  the  end 
of  paragraph  (b) ,  by  revising  paragraph 
(d)(1),  by  revising  paragraph  (d)(4) 
(i)  and  (ii) ,  by  adding  a  new  example  (5) 
to  paragraph  (d)  (4)  (iii) ,  by  revising 
paragraph  (f)  (2) ,  and  by  revising  para¬ 
graph  (i) .  These  revised  and  added  pro¬ 
visions  read  as  follows: 

§  1.1341—1  Restoration  of  amounts  re¬ 
ceived  or  accrued  under  claim  of 
right. 

*  *  *  *  * 

(b)  Determination  of  tax.  (1)  *  *  * 
(iii)  For  purposes  of  computing,  under 
section  1341(a)  (4)  and  subdivision  (i)  of 
this  subparagraph,  the  tax  for  a  taxable 
year  beginning  after  December  31,  1961, 


if  the  deduction  of  the  amount  of  the 
restoration  results  in  a  net  operating  loss 
for  the  taxable  year  of  restoration,  such 
net  operating  loss  shall,  pursuant  to  sec¬ 
tion  1341(b)(4)(A),  be  carried  back  to 
the  same  extent  and  in  the  same  manner 
as  is  provided  under  section  172  (relating 
to  the  net  operating  loss  deduction)  and 
the  regulations  thereunder.  If  the  ag¬ 
gregate  decrease  in  tax  for  the  taxable 
year  (or  years)  to  which  such  net  oper¬ 
ating  loss  is  carried  back  is  greater  than 
the  excess  of — 

(a)  The  amount  of  decrease  in  tax  for 
a  prior  taxable  year  (or  years)  computed 
under  section  1341(a)  (5)  (B) ,  over 

(b)  The  tax  for  the  taxable  year  com¬ 
puted  under  section  1341(a)(5)(A), 

the  tax  imposed  for  the  taxable  year 
under  chapter  1  shall  be  the  tax  deter¬ 
mined  under  section  1341(a)  (4)  and  sub¬ 
division  (i)  of  this  subparagraph.  If  the 
tax  imposed  for  the  taxable  year  is  deter¬ 
mined  under  section  1341(a)(4)  and 
subdivision  (i)  of  this  subparagraph,  the 
decrease  in  tax  for  the  taxable  year  (or 
years)  to  which  the  net  operating  loss  is 
carried  back  shall  be  an  overpayment  of 
tax  for  the  taxable  year  (or  years)  to 
which  the  net  operating  loss  is  carried 
back  and  shall  be  refunded  or  credited  as 
an  overpayment  for  such  taxable  year 
(or  years).  See  section  6511(d)  (2),  re¬ 
lating  to  special  period  of  limitation  with 
respect  to  net  operating  loss  carrybacks. 

(2)  Except  as  otherwise  provided  in 
section  1341(b)(4)(B)  and  paragraph 
(d)  (1)  (ii)  and  (4)  (ii)  of  this  section,  if 
the  taxpayer  computes  his  tax  for  the 
taxable  year  under  the  provisions  of  sec¬ 
tion  1341(a)(5)  and  subparagraph  (1) 
(ii)  of  this  paragraph,  the  amount  of  the 
restoration  shall  not  be  taken  into  ac¬ 
count  in  computing  taxable  income  or 
loss  for  the  taxable  year,  including  the 
computation  of  any  net  operating  loss 
carryback  or  carryover  or  any  capital  loss 
carryover.  However,  the  amount  of  such 
restoration  shall  be  taken  into  account 
in  adjusting  earnings  and  profits  for  the 
current  taxable  year  . 

***** 

(4)  After  it  has  been  determined 
whether  the  tax  imposed  for  a  taxable 
year  of  restoration  beginning  after  De¬ 
cember  31,  1961,  shall  be  computed  un¬ 
der  the  provisions  of  section  1341(a)(4) 
or  under  the  provisions  of  section  1341 
(a)(5),  the  net  operating  loss,  if  any, 
which  remains  after  the  application  of 
section  1341(b)  (4)  (A)  or  the  net  operat¬ 
ing  loss  or  capital  loss,  if  any,  which  re¬ 
mains  after  the  application  of  section 
1341(b)(4)(B)  shall  be  taken  into  ac¬ 
count  in  accordance  with  the  following 
rules — 

(i)  If  it  is  determined  that  section 
1341(a)(4)  and  subparagraph  (l)(i)  of 
this  paragraph  apply,  then  that  portion, 
if  any,  of  the  net  operating  loss  for  the 
taxable  year  which  remains  after  the 
application  of  section  1341(b)  (4)  (A)  and 
subparagraph  (1)  (iii)  of  this  paragraph 
shall  be  taken  into  account  under  section 
172  for  taxable  years  subsequent  to  the 
taxable  year  of  restoration  to  the  same 
extent  and  in  the  same  manner  as  a 
net  operating  loss  sustained  in  such 
taxable  year  of  restoration.  Thus,  if  the 
net  operating  loss  for  the  taxable  year 
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of  restoration  (computed  with  the  de¬ 
duction  referred  to  in  section  1341(a) 

(4) )  exceeds  the  taxable  income  (com¬ 
puted  with  the  modifications  prescribed 
in  section  172)  for  the  taxable  year  (or 
years)  to  which  it  is  carried  back,  such 
excess  shall  be  available  as  a  carryover 
to  taxable  years  subsequent  to  the  tax¬ 
able  year  of  restoration.  - 

(ii)  If  it  is  determined  that  section 
1341(a)(5)  and  subparagraph  (1)  (ii)  of 
this  paragraph  apply,  then  that  portion, 
if  any,  of  a  net  operating  loss  or  capi¬ 
tal  loss  which  remains  after  the  appli¬ 
cation  of  section  1341(b)(4)(B)  and 
paragraph  (d)  (4)  of  this  section  shall 
be  taken  into  account  under  section  172 
or  section  1212,  as  the  case  may  be,  for 
taxable  years  subsequent  to  the  taxable 
year  of  restoration  to  the  same  extent 
and  in  the  same  manner  as  a  net  op¬ 
erating  loss  or  capital  loss  sustained  in 
the  prior  taxable  year  (or  years) .  For 
example,  if  the  net  operating  loss  for  the 
prior  taxable  year  (computed  with  the 
exclusion  referred  to  in  section  1341(a) 

(5)  (B) )  exceeds  the  taxable  income 
(computed  with  the  modifications  pre¬ 
scribed  in  section  172)  for  prior  tax¬ 
able  years  to  which  such  net  operating 
loss  is  carried  back  or  carried  over  (in¬ 
cluding  for  this  purpose  the  taxable  year 
of  restoration),  such  excess  shall  be 
available  as  a  carryover  to  taxable  years 
subsequent  to  the  taxable  year  of  resto¬ 
ration  in  accordance  with  the  rules  pre¬ 
scribed  in  section  172  which  are  appli¬ 
cable  to  such  prior  taxable  year  (or 
years) . 

*  *  *  *  * 

(d)  Determination  of  decrease  in  tax 
for  prior  taxable  years — (1)  Prior  taxable 
years,  (i)  Except  as  otherwise  provided 
in  subdivision  (ii)  of  this  subparagraph, 
the  prior  taxable  year  (or  years)  referred 
to  in  paragraph  (b)  of  this  section  is  the 
year  (or  years)  in  which  the  item  to 
which  the  deduction  is  attributable  was 
included  in  gross  income  under  a  claim 
of  right  and,  in  addition,  any  other 
prior  taxable  year  (or  years)  the  tax  for 
which  will  be  affected  by  the  exclusion 
from  gross  income  in  such  prior  taxable 
year  (or  years)  of  such  income. 

(ii)  For  purposes  of  applying  section 
1341(b)  (4)  (B)  in  computing  the  amount 
of  the  decrease  referred  to  in  paragraph 
(b)  (1)  (ii)  of  this  section  for  any  taxable 
year  beginning  after  December  31,  1961, 
the  term  “prior  taxable  year  (or  years)” 
includes  the  taxable  year  of  restoration. 
Under  section  1341(b)  (4)  (B) ,  for  taxable 
years  of  restoration  beginning  after  De¬ 
cember  31,  1961,  in  any  case  where  the 
exclusion  referred  to  in  section  1341(a) 
(5)  (B)  and  paragraph  (b)  (1)  (ii)  of  this 
section  results  in  a  net  operating  loss 
or  capital  loss  for  the  prior  taxable  year 
(or  years) ,  such  loss  shall,  for  purposes 
of  computing  the  decrease  in  tax  for 
the  prior  taxable  year  (or  years)  under 
such  section  1341(a)(5)(B)  and  such 
Paragraph  (b)(1)  (ii)  of  this  section,  be 
carried  back  and  carried  over  to  the 
same  extent  and  in  the  same  manner  as 
is  provided  under  section  172  (relating  to 
the  net  operating  loss  deduction)  or  sec¬ 
tion  1212  (relating  to  capital  loss  carry¬ 
over),  except  that  no  carryover  beyond 
the  taxable  year  shall  be  taken  into  ac¬ 


count.  See  subparagraph  (4)  of  this 
paragraph  for  rules  relating  to  the  com¬ 
putation  of  the  amount  of  decrease  in 
tax. 

***** 

(4)  Computation  of  amount  of  de¬ 
crease  in  tax.  (i)  In  computing  the 
amount  of  decrease  in  tax  for  a  prior  tax¬ 
able  year  (or  years)  resulting  from  the 
exclusion  from  gross  income  of  the  in¬ 
come  included  under  a  claim  of  right, 
there  must  first  be  ascertained  the 
amount  of  tax  previously  determined 
for  the  taxpayer  for  such  prior  taxable 
year  (or  years).  The  tax  previously 
determined  shall  be  the  sum  of  the 
amounts  shown  by  the  taxpayer  on  his 
return  or  returns,  plus  any  amounts 
which  have  been  previously  assessed  (or 
collected  without  assessment)  as  defi¬ 
ciencies  or  which  appropriately  should 
be  assessed  or  collected,  reduced  by  the 
amount  of  any  refunds  or  credits  which 
have  previously  been  made  or  which  ap¬ 
propriately  should  be  made.  For  tax¬ 
able  years  beginning  after  December  31, 
1961,  if  the  provisions  of  section  1341 
(b)  (4)  (B)  are  applicable,  the  tax  previ¬ 
ously  determined  shall  include  the  tax 
for  the  taxable  year  of  restoration  com¬ 
puted  without  taking  the  deduction  for 
the  amount  of  the  restoration  into  ac¬ 
count.  After  the  tax  previously  deter¬ 
mined  has  been  ascertained,  a  recom¬ 
putation  must  then  be  made  to  determine 
the  decrease  in  tax,  if  any,  resulting 
from  the  exclusion  from  gross  income 
of  all  or  that  portion  of  the  income  in¬ 
cluded  under  a  claim  of  right  to  which 
the  deduction  otherwise  allowable  in  the 
taxable  year  is  attributable. 

(ii)  No  item  other  than  the  exclu¬ 
sion  of  the  income  previously  included 
under  a  claim  of  right  shall  be  con¬ 
sidered  in  computing  the  amount  of  de¬ 
crease  in  tax  if  reconsideration  of  such 
other  item  is  prevented  by  the  operation 
of  any  provision  of  the  internal  revenue 
laws  or  any  other  rule  of  law.  However, 
if  the  amounts  of  other  items  in  the 
return  are  dependent  upon  the  amount 
of  adjusted  gross  income,  taxable  in¬ 
come,  or  net  income  (such  as  charitable 
contributions,  foreign  tax  credit,  deduc¬ 
tions  for  depletion,  and  net  operating 
loss),  appropriate  adjustment  shall  be 
made  as  part  of  the  computation  of  the 
decrease  in  tax.  For  the  purpose  of 
determining  the  decrease  in  tax  for  the 
prior  taxable  year  (or  years)  which 
would  result  from  the  exclusion  from 
gross  income  of  the  item  included  under 
a  claim  of  right,  the  exclusion  of  such 
item  shall  be  given  effect  not  only  in  the 
prior  taxable  year  in  which  it  was  in¬ 
cluded  in  gross  income  but  in  all  other 
prior  taxable  years  (including  the  tax¬ 
able  year  of  restoration  if  such  year 
begins  after  December  31,  1961,  and  sec¬ 
tion  1341(b)  (4)  (B)  applies,  see  subpara¬ 
graph  (1)  (ii)  of  this  paragraph)  af¬ 
fected  by  the  inclusion  of  the  item  (for 
example,  prior  taxable  years  affected  by 
a  net  operating  loss  carryback  or  carry¬ 
over  or  capital  loss  carryover) . 

(iii)  The  rules  provided  in  this  sub- 
paragraph  may  be  illustrated  as  follows: 

***** 

Example  (5).  (a)  Facts.  For  the  taxable 

year  1959,  a  corporation  reporting  income  on 
the  calendar  year  basis  had  taxable  Income 


of  $20,000  on  which  it  paid  a  tax  of  $6,000. 
Included  in  gross  income  for  such  year  was 
$100,000  received  under  a  claim  of  right  as 
royalties.  For  each  of  its  taxable  years  1956, 
1957,  1958,  1960,  1961,  and  1962,  the  corpora¬ 
tion  had  taxable  income  of  $10,000  on  which 
it  paid  tax  of  $3,000  for  each  year.  In  1963, 
the  corporation  returns  the  entire  amount 
of  $100,000  of  the  royalties.  In  such  tax¬ 
able  year  the  corporation  has  taxable  income 
of  $25,000  (without  taking  the  deduction  of 
$100,000  into  account) ,  and  has  a  net  operat¬ 
ing  loss  of  $75,000  (taking  the  deduction  of 
$100,000  into  account).  In  determining 
whether  section  1341(a)(4)  or  section 
1341(a)  (5)  applies,  the  corporation  will  com¬ 
pute  the  lesser  amount  of  tax  referred  to 
in  section  1341(a)  by  applying  the  rules  pro¬ 
vided  in  section  1341(b)(4). 

(b)  Tax  under  section  1341(a)(4)  and 
(b)  (4)  (A) .  The  net  operating  loss  of  $75,000 
for  1963  (taking  into  account  the  deduction 
of  $100,000)  is  carried  back  to  the  three  tax¬ 
able  years  (I960,  1961,  and  1962)  in  the  man¬ 
ner  provided  under  section  172.  For  purposes 
of  this  example  it  is  assumed  that  no  modi¬ 
fications  under  section  172  are  necessary. 
Since  the  aggregate  taxable  income  for  such 
three  taxable  years  is  only  $30,000  the  entire 
taxable  income  for  such  years  is  eliminated 
by  the  carryback,  and  the  corporation  would 
be  entitled  to  a  refund  of  the  tax  for  such 
years  in  the  aggregate  amount  of  $9,000. 
(In  addition,  the  remaining  $45,000  of  the  net 
operating  loss  for  1963  would  be  available  as 
a  carryover  to  taxable  years  after  the  taxable 
year  (1963)  to  the  extent  and  in  the  man¬ 
ner  provided  by  section  172.) 

(c)  Tax  under  section  1341(a)(5)  and 
(b)(4)(B).  The  tax  for  the  taxable  year 
(1963)  on  $25,000  of  taxable  income  (com¬ 
puted  without  the  deduction  of  $100,000)  is 
$7,500.  The  exclusion  of  $100,000  from 
grots  income  for  the  taxable  year  1959  (the 
year  in  which  the  item  was  included)  re¬ 
sults  in  a  net  operating  loss  of  $80,000  for 
such  year  ($20,000  taxable  income  minus  the 
$100,000  exclusion,  no  adjustments  under 
section  172  being  necessary),  thus  decreasing 
the  tax  for  such  year  by  the  entire  amount 
of  $6,000  paid.  The  resulting  net  operating 
loss  of  $80,000  for  1959  is  available  as  a 
carryback  to  1956,  1957,  and  1958,  and  as  a 
carryover  to  1960,  1961,  1962,  and  1963.  For 
purposes  of  this  example  it  is  assumed  that 
no  modifications  under  section  172  are 
necessary.  Since  the  aggregate  taxable  in¬ 
come  for  such  taxable  years  Is  $85,000,  all 
except  $5,000  of  the  1963  taxable  income  is 
eliminated  by  such  carryback  and  carryover. 
The  tax  on  such  remaining  $5,000  of  taxable 
income  for  1963  is  $1,500,  thus  decreasing  the 
tax  determined  for  such  year  by  $6,000 
($7,500  minus  $1,500).  Under  section  1341 
(a)(5)  and  (b)(4)(B),  the  decrease  in  tax 
for  the  prior  taxable  years  exceeds  the  tax 
for  the  taxable  year  of  restoration  com¬ 
puted  without  the  deduction  of  the  amount 
of  the  restoration  by  $22,500,  computed  as 
follows: 

Tax  for  taxable  year  1963 
(on  taxable  income  of 
$25,000  without  the  de¬ 
duction)  _  $7, 500 

Decrease  in  tax  for  prior 

taxable  years : 

Due  to  exclusion  (1959) _ $6,  000 

Due  to  net  operating  loss 
carryback: 

1956  . $3,  000 

1957  _  3,  000 

1958  .  3,  000 

-  9, 000 

Due  to  net  operating  loss 
carryover : 

1960  .  $3, 000 

1961  . .  3,000 

1962  . . '  3,000 

1963  6.  000 

'  -  15, 000 

-  30, 000 
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Excess  of  the  decrease  in  tax 
for  the  prior  taxable  years 
over  the  tax  for  taxable 
year  1963  ($30,000  less 

$7,500  tax  for  the  taxable 
year) _ $22,  500 


(d)  Application  of  section  1341(a)(4)  or 
section  1341(a)  (5) .  Since  the  computation 
under  section  1341(a)  (4)  and  (b)(4)(A) 
results  in  an  available  refund  of  only  $9,000 
tax  for  the  taxable  years  to  which  the  net 
operating  loss  for  1963  is  carried  back,  and 
since  the  computation  under  section  1341 
(a)  (5)  and  (b)  (4)  (B)  results  in  an  overpay¬ 
ment  of  $22,500,  it  is  determined  that  section 
1341(a)(5)  applies.  Accordingly,  the  $22,500 
is  treated  as  having  been  paid  on  the  last  day 
prescribed  by  law  for  the  payment  of  tax  for 
1963  and  is  available  as  a  refund. 

•  •  •  *  • 

(f )  Inventory  items,  stock  in  trade,  and 
: property  held  primarily  for  sale  in  the 

ordinary  course  of  trade  or  business. 

♦  *  * 

(2)  (i)  In  the  case  of  taxable  years 
beginning  after  December  31,  1957,  the 
provisions  of  section  1341  and  this  sec¬ 
tion  apply  to  deductions  which  arise  out 
of  refunds  or  repayments  with  respect  to 
rates  made  by  a  regulated  public  utility, 
as  defined  in  section  7701(a)  (33)  without 
regard  to  the  limitation  contained  in  the 
last  two  sentences  thereof  (for  taxable 
years  beginning  before  January  1,  1964, 
as  defined  in  section  1503(c)  (1)  or  (3) 
and  paragraph  (g)  of  §  1.1502-2) ,  if  such 
refunds  or  repayments  are  required  to  be 
made  by  the  Government,  political  sub¬ 
division,  agency,  or  instrumentality  re¬ 
ferred  to  in  such  section,  or  are  required 
to  be  made  by  an  order  of  a  court,  or  are 
made  in  settlement  of  litigation  or  under 
threat  or  imminence  of  litigation.  Thus, 
deductions  attributable  to  refunds  of 
charges  for  the  sale  of  natural  gas  under 
rates  approved  temporarily  by  a  proper 
governmental  authority  are,  in  the  case 
of  taxable  years  beginning  alter  Decem¬ 
ber  31,  1957,  eligible  for  the  benefits  of 
section  1341  and  this  section,  if  such  re¬ 
funds  are  required  by  the  governmental 
authority,  or  by  an  order  of  a  court,  or 
are  made  in  settlement  of  litigation  or 
under  threat  or  imminence  of  litigation. 

(ii)  In  the  case  of  taxable  years  be¬ 
ginning  before  January  1,  1958,  the  pro¬ 
visions  of  section  1341  and  this  section 
apply  to  deductions  which  arise  out  of 
refunds  or  repayments  (whether  or  not 
with  respect  to  rates)  made  by  a  regu¬ 
lated  public  utility,  as  defined  in  section 
7701(a)  (33)  without  regard  to  the  lim¬ 
itation  contained  in  the  last  two  sen¬ 
tences  thereof  (for  taxable  years  begin¬ 
ning  before  January  1,  1964,  as  defined 
in  section  1503(c)  (1)  or  (3)  and  para¬ 
graph  (g)  of  §  1.1502-2) ,  if  such  refunds 
or  repayments  are  required  to  be  made  by 
the  Government,  political  subdivision, 
agency,  or  instrumentality  referred  to  in 
such  section.  Thus,  in  the  case  of  taxable 
years  beginning  before  January  1,  1958, 
deductions  attributable  to  refunds  or  re¬ 
payments  may  be  eligible  for  the  benefits 
of  section  1341  and  this  section,  even 
though  such  refunds  or  repayments  are 
not  with  respect  to  rates.  On  the  other 
hand,  in  the  case  of  such  taxable  years, 
section  1341  and  this  section  do  not  apply 
to  any  deduction  which  arises  out  of  a 


refund  or  repayment  (whether  or  not 
with  respect  to  rates)  which  is  required  to 
be  made  by  an  order  of  a  court,  or  which 
is  made  in  settlement  of  litigation  or  un¬ 
der  threat  or  imminence  of  litigation. 

*  *  *  *  * 

(i)  Refunds.  If  the  decrease  in  tax 
for  the  prior  taxable  year  (or  years)  de¬ 
termined  under  section  1341(a)(5)(B) 
and  paragraph  (b)(1)  (ii)  of  this  section 
exceeds  the  tax  imposed  by  chapter  1  of 
the  Code  for  the  taxable  year  computed 
without  the  deduction,  and  for  taxable 
years  beginning  after  December  31,  1961, 
if  such  excess  is  greater  than  the  de¬ 
crease  in  tax  for  the  taxable  year  (or 
years)  to  which  the  net  operating  loss 
described  in  section  1341(b)(4)(A)  and 
paragraph  (b)(1)  (iii)  of  this  section  is 
carried  back,  such  excess  shall  be  con¬ 
sidered  to  be  a  payment  of  tax  for  the 
taxable  year  of  restoration.  Such  pay¬ 
ment  is  deemed  to  have  been  made  on 
the  last  day  prescribed  by  law  for  the 
payment  of  tax  for  the  taxable  year  and 
shall  be  refunded  or  credited  in  the  same 
manner  as  if  it  were  an  overpayment  of 
tax  for  such  taxable  year.  However,  no 
interest  shall  be  allowed  or  paid  if  such 
an  excess  results  from  the  application  of 
section  1341(a)(5)(B)  in  the  case  of  a 
deduction  described  in  paragraph  (f)  (3) 
of  this  section  (relating  to  payments  or 
repayments  pursuant  to  price  redeter¬ 
mination).  If  the  tax  for  the  taxable 
year  of  restoration  is  computed  under 
section  1341(a)(4)  and  results  in  a  de¬ 
crease  in  tax  for  the  taxable  year  (or 
years)  to  which  a  net  operating  loss  de¬ 
scribed  in  section  134Hb)  (4)  (A)  is  car¬ 
ried  back,  see  paragraph  (b)(1)  (iii)  of 
this  section. 

(Sec.  7805  of  the  Internal  Revenue  Code  of 
1954  (68 A  Stat.  917;  26  U.S.C.  7805) ) 

[P.R.  Doc.  64-7148;  Piled,  July  20,  1964; 

8:45  a.m.] 


SUBCHAPTER  D — MISCELLANEOUS  EXCISE  TAXES 

[T.D.  6748] 

part  48— MANUFACTURERS  AND 
RETAILERS  EXCISE  TAXES 

Definition  of  Term  “Power  Supply 
Units”  in  Connection  With  Deter¬ 
mination  of  Taxable  Radio  and 
Television  Components 

On  July  9,  1963,  a  notice  of  proposed 
rule  making  was  published  in  the  Fed¬ 
eral  Register  (28  F.R.  6989) ,  in  respect 
of  revising  the  definition  of  the  term 
“power  supply  units”  as  contained  in 
paragraph  (c)  (6)  of  §  48.4142-1  of  the 
Manufacturers  and  Retailers  Excise  Tax 
Regulations  (26  CFR  Part  48).  After 
consideration  of  all  such  relevant  matter 
as  was  presented  by  interested  persons 
regarding  the  rules  proposed,  paragraph 
(c)  (6)  of  §  48.4142-1  is  amended  to  read 
as  follows: 

§  48.4142—1  Radio  and  television  com¬ 
ponents. 

***** 

(c)  Definitions.  *  *  * 

(6)  Power  supply  units,  (i)  In  the 
case  of  articles  sold  before  September  1, 
1964,  the  term  “power  supply  units”  in¬ 


cludes  all  devices  which  are  suitable  for 
use  on  or  in  connection  with,  or  as  com¬ 
ponent  parts  of,  any  radio  or  television 
receiving  set,  phonograph,  or  combin¬ 
ation  of  any  of  the  foregoing  and  which 
convert  electric  current  of  ordinary  com¬ 
mercial  and  domestic  voltages  into  elec¬ 
tric  current  voltages  suitable  for 
operating  any  such  articles. 

(ii)  In  the  case  of  articles  sold  on  or 
after  September  1,  1964,  the  term  “power 
supply  units”  includes  all  devices  which 
are  suitable  for  use  on  or  in  connection 
with,  or  as  component  parts  of,  any  radio 
or  television  receiving  set,  phonograph, 
or  combination  of  any  of  the  foregoing 
and  which  convert  electric  current  into 
electric  current  at  voltages  suitable  for 
operating  any  such  articles.  This  in¬ 
cludes  devices  which  convert  electric 
current  at  ordinary  commercial,  domes¬ 
tic,  or  automotive  voltages  into  electric 
current  at  voltages  suitable  for  operating 
any  radio  or  television  receiving  set, 
phonograph,  or  combination  of  any  of 
the  foregoing. 

***** 

(Sec.  7805,  Internal  Revenue  Code  of  1954, 
68A  Stat.  917;  U.S.C.  7805) 

[seal]  Bertrand  M.  Harding, 
Acting  Commissioner 
of  Internal  Revenue. 

Approved:  July  15,  1964. 

Stanley  S.  Surrey, 

Assistant  Secretary  of  the 
Treasury. 

[F.R.  Doc.  64-7191;  Filed,  July  20,  1964; 

8:47  ajn.] 


[6746] 

SUBCHAPTER  F — PROCEDURE  AND 
ADMINISTRATION 

PART  301— PROCEDURE  AND 
ADMINISTRATION 

Enforcement  of  Levy  or  Lien  on  De¬ 
posits  Held  in  Foreign  Office  of 
Bank  Engaged  in  Banking  Business 
in  U.S.  or  Possession  of  U.S. 

In  order  to  provide  rules  for  the  en¬ 
forcement  of  a  levy  or  a  lien  with  re¬ 
spect  to  deposits  held  in  a  foreign  office 
of  a  bank  engaged  in  the  banking  busi¬ 
ness  in  the  United  States  or  a  possession 
of  the  United  States,  the  Regulations  on 
Procedure  and  Administration  (26  CFR 
Part  301)  are  amended  as  follows: 

Paragraph  1.  Paragraph  (a)  of  §  301.- 
6332-1  is  amended  to  read  as  follows: 

§  301.6332—1  Surrender  of  property  sub¬ 
ject  to  levy. 

(a)  Requirement — (1)  In  general 
Any  person  in  possession  of  (or  obli¬ 
gated  with  respect  to)  property  or  rights 
to  property  subject  to  levy  upon  which 
a  levy  has  been  made  shall,  upon  demand 
of  the  district  director,  surrender  such 
property  or  rights  (or  discharge  such 
obligation)  to  the  district  director,  ex¬ 
cept  such  part  of  the  property  or  right 
as  is,  at  the  time  of  such  demand,  sub¬ 
ject  to  an  attachment  or  execution  under 
any  judicial  process. 

(2)  Property  held  by  banks.  Notwith¬ 
standing  subparagraph  (1)  of  this  para¬ 
graph,  if  a  levy  has  been  made  upon 
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property  or  rights  to  property  subject  to 
levy  which  a  bank  engaged  in  the  bank¬ 
ing  business  in  the  United  States  or  a 
possession  of  the  United  States  is  in  pos¬ 
session  of  (or  obligated  with  respect  to) , 
the  Commissioner  shall  not  enforce  the 
levy  with  respect  to  any  deposits  held  in 
an  office  of  the  bank  outside  the  United 
States  or  a  possession  of  the  United 
States,  unless  the  notice  of  levy  speci¬ 
fies  that  the  district  director  intends  to 
reach  such  deposits.  The  notice  oi  levy 
shall  not  specify  that  the  ^district  di¬ 
rector  intends  to  reach  such  deposits 
unless  the  district  director  believes — 

(i)  That  the  taxpayer  is  within  the 
jurisdiction  of  a  United  States  court  at 
the  time  the  levy  is  made  and  that  the 
bank  is  in  possession  of  (or  obligated 
with  respect  to)  deposits  of  the  taxpayer 
in  an  office  of  the  bank  outside  the 
United  States  or  a  possession  of  N  the 
United  States;  or 

(ii)  That  the  taxpayer  is  not  within 
the  jurisdiction  of  a  United  States  court 
at  the  time  the  levy  is  made,  that  the 
bank  is  in  possession  of  (or  obligated 
with  respect  to)  deposits  of  the  taxpayer 
in  an  office  outside  the  United  States  or 
a  possession  of  the  United  States,  and 
that  such  deposits  consist,  in  whole  or 
in  part,  of  funds  transferred  from  the 
United  States  or  a  possession  of  the 
United  States  in  order  to  hinder  or  delay 
the  collection  of  a  tax  imposed  by  the 
Code. 

For  purposes  of  this  subparagraph,  the 
term  "possession  of  the  United  States” 
includes  Guam,  the  Midway  Islands,  the 
Panama  Canal  Zone,  the  Commonwealth 
of  Puerto  Rico,  American  Samoa,  the  Vir¬ 
gin  Islands,  and  Wake  Island. 

Par.  2.  Section  301.7401-1  is  amended 
to  read  as  follows: 

§  301.7401—1  Authorization. 

(a)  In  general.  No  civil  action  for 
the  collection  or  recovery  of  taxes,  or 
of  any  fine,  penalty,  or  forfeiture,  shall 
be  commenced  unless  the  Commissioner 
(or  the  Director,  Alcohol  and  Tobacco 
Tax  Division,  with  respect  to  the  provi¬ 
sions  of  subtitle  E  of  the  Code)  author¬ 
izes  or  sanctions  the  proceedings  and  the 
Attorney  General  or  his  delegate  directs 
that  the  action  be  commenced.  With  re¬ 
spect  to  forfeitures,  the  assistant  regional 
commissioner  or  supervisor  in  charge 
(alcohol  and  tobacco  tax)  may  also 
authorize  or  sanction  the  proceedings. 

(b)  Property  held  by  banks.  The 
Commissioner  shall  not  authorize  or 
sanction  any  civil  action  for  the  collec¬ 
tion  or  recovery  of  taxes,  or  of  any  fine, 
penalty,  or  forfeiture,  from  any  deposits 
held  in  a  foreign  office  of  a  bank  engaged 
in  the  banking  business  in  the  United 
States  or  a  possession  of  the  United 
States  unless  the  Commissioner  be¬ 
lieves — 

•  (P,  That  the  taxpayer  is  within  the 
jurisdiction  of  a  United  States  court  at 
the  time  the  civil  action  is  authorized  or 
sanctioned  and  that  the  bank  is  in  pos¬ 
session  of  (or  obligated  with  respect  to) 
?hPcLsits  of  the  taxpayer  in  an  office  of 

ne  bank  outside  the  United  States  or  a 
Possession  of  the  United  States ;  or 

(2)  That  the  taxpayer  is  not  within 
me  jurisdiction  of  a  United  States  court 
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at  the  time  the  civil  action  is  authorized 
or  sanctioned,  that  the  bank  is  in  pos¬ 
session  of  (or  obligated  with  respect  to) 
deposits  of  the  taxpayer  in  an  office  out¬ 
side  the  United  States  or  a  possession  of 
the  United  States,  and  that  such  deposits 
consist,  in  whole  or  in  part,  of  funds 
transferred  from  the  United  States  or  a 
possession  of  the  United  States  in  order 
to  hinder  or  delay  the  collection  of  a  tax 
imposed  by  the  Code. 

For  purposes  of  this  paragraph,  the  term 
"possession  of  the  United  States”  in¬ 
cludes  Guam,  the  Midway  Islands,  the 
Panama  Canal  Zone,  the  Commonwealth 
of  Puerto  Rico,  American  Samoa,  the 
Virgin  Islands,  and  Wake  Island. 

Because  this  Treasury  decision  merely 
amends  existing  regulations  with  respect 
to  a  matter  of  procedure  and  is  favorable 
to  taxpayers,  it  is  hereby  found  that  it  is 
unnecessary  to  issue  this  Treasury  de¬ 
cision  with  notice  and  public  procedure 
thereon  under  section  4(a)  of  the  Ad¬ 
ministrative  Procedure  Act,  approved 
June  11,  1946,  or  subject  to  the  effective 
date  limitation  of  section  4(c)  of  that 
Act. 

(Sec.  7805  of  the  Internal  Revenue  Code  of 
1954  (68 A  Stat.  917;  26  U.S.C.  7805) ) 

[seal]  Bertrand  M.  Harding, 

Acting  Commissioner 
of  Internal  Revenue. 

Approved:  July  14,  1964. 

Stanley  S.  Surrey, 

Assistant  Secretary  of  the 
Treasury. 

[P.R.  Doc.  64-7149;  Piled,  July  20,  1964; 

8:45  a.m.] 


Title  21— FOOD  AND  DRUGS 

Chapter  I — Food  and  Drug  Adminis¬ 
tration,  Department  of  Health,  Edu¬ 
cation,  and  Welfare 
SUBCHAPTER  B — FOOD  AND  FOOD  PRODUCTS 

PART  121—  FOOD  ADDITIVES 

Subpart  D — Food  Additives  Permitted 
in  Food  for  Human  Consumption 

Chemicals  Used  for  the  Control  of 
Micro-Organisms  in  Cane-Sugar 
Mills 

The  Commissioner  of  Food  and  Drugs, 
having  evaluated  the  data  submitted  in 
a  petition  (FAP  604)  filed  by  Buckman 
Laboratories,  Inc.,  1256  North  McLean 
Boulevard,  Memphis  8,  Term.,  and  other 
relevant  material,  has  concluded  that  the 
following  regulation  should  issue  with 
respect  to  the  food  additives  disodium 
cyanodithioimidocarbonate,  ethylene- 
diamine,  and  potassium  N-methyldithio- 
carbamate,  used  in  combinations,  for  the 
control  of  micro-organisms  in  the  pro¬ 
duction  of  raw  cane  sugar  and  black¬ 
strap  molasses.  Therefore,  pursuant 
to  the  provisions  of  the  Federal  Food, 
Drug  and  Cosmetic  Act  (sec.  409(c)  (1), 
72  Stat.  1786;  21  U.S.C.  348(c)  (1) ),  and 
under  the  authority  delegated  to  the 
Commissioner  by  the  Secretary  of 
Health,  Education,  and  Welfare  (21  CFR 
2.90;  29  F.R.  471),  Subpart  D  of  the 


food  additive  regulations  is  amended  by 
adding  thereto  the  following  new  section: 

§  121.1155  Chemicals  used  for  the  con¬ 
trol  of  micro-organisms  in  cane- 
sugar  mills. 

The  food  additives  disodium  cyano¬ 
dithioimidocarbonate,  ethylanediamine, 
and  potassium  N -methyldithiocarbamats 
may  be  safely  used  in  combination  in 
accordance  with  the  following  condi¬ 
tions: 

(a)  They  are  used  in  the  control  of 
micro-organisms  in  cane-sugar  mills. 

(b)  They  are  applied,  in  combination, 
to  the  cane-sugar  mill  grinding  system 
in  quantities  expressed  in  terms  of 
weight  of  cane,  as  follows: 

Disodium  cyanodithioimidocarbonate.  2.5 

parts  per  million. 

Ethylenediamine _  1.0 

part  per  million. 
Potassium  N-methyldithiocarbamate.  3.5 

parts  per  million. 

(c)  To  assure  safe  use  of  the  additives, 
their  label  and  labeling  shall  conform  to 
that  registered  with  the  United  States 
Department  of  Agriculture. 

Any  person  who  will  be  adversely  af¬ 
fected  by  the  foregoing  order  may  at  any 
time  within  30  days  from  the  date  of  its 
publication  in  the  Federal  Register  file 
with  the  Hearing  Clerk,  Department  of 
Health,  Education,  and  Welfare,  Room 
5440,  330  Independence  Avenue  SW., 
Washington  25,  D.C.,  written  objections 
thereto.  Objections  shall  show  wherein 
the  person  filing  will  be  adversely  affected 
by  the  order  and  specify  with  particular¬ 
ity  the  provisions  of  the  order  deemed 
objectionable  and  the  grounds  for  the 
objections.  If  a  hearing  is  requested,  the 
objections  must  state  the  issues  for  the 
hearing.  A  hearing  will  be  granted  if 
the  objections  are  supported  by  grounds 
legally  sufficient  to  justify  the  relief 
sought.  Objections  may  be  accompanied 
by  a  memorandum  or  brief  in  support 
thereof.  All  documents  shall  be  filed  in 
quintuplicate. 

Effective  date.  This  order  shall  be 
effective  on  the  date  of  its  publication 
in  the  Federal  Register. 

(Sec.  409(c)(1),  72  Stat.  1786;  21  U.S.C.  348 

(c)(1)) 

Dated:  July  14,  1964. 

John  L.  Harvey, 
Deputy  Commissioner 
of  Food  and  Drugs. 

[P.R.  Doc.  64-7215;  Filed,  July  20,  1964; 

8:49  a.m.] 


Title  32A— NATIONAL  DEFENSE, 
APPENDIX 

Chapter  VIII — Transport  Mobilization 
Staff,  Interstate  Commerce  Com¬ 
mission 

[General  Order  ICC  TM-6] 

TM  6— CONTROL  OF  RAILROAD 
TANK  CARS 

July  15,  1964. 

It  is  deemed  necessary  in  the  public 
interest  and  to  promote  the  national 
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safety  and  defense,  during  the  existence 
of  a  state  of  civil  defense  emergency  pro¬ 
claimed  by  the  national  government,  to 
regulate,  allocate,  and  promote  the  use 
and  distribution  of  Tank  Cars  and  fa¬ 
cilities  for  the  preferential  transporta¬ 
tion  by  rail  of  shipments  for  civil  defense, 
the  Department  of  Defense,  the  Atomic 
Energy  Commission,  and  for  the  main¬ 
tenance  of  the  essential  civilian  economy. 
In  the  formulation  of  this  order,  as 
hereby  amended,  consultation  with  in¬ 
dustry  representatives,  including  trade 
association  representatives,  has  been  had 
and  consideration  has  been  given  to  their 
recommendations.  Accordingly,  General 
Order  ICC  TM-6  is  hereby  further 
amended  to  read  as  follows: 

Sec. 

1.  Control  of  railroad  tank  cars. 

3.  Appointment  of  agent;  supervision  and 
reservation. 

3.  Exemptions. 

4.  Applicability. 

5.  Definitions. 

6.  Communications. 

Authoritt:  Secs.  1  to  6,  Issued  under  sec. 
704,  as  amended,  64  St&t.  816,  65  Stat.  139,  50 
U.S.C.  App.  2154.  Interpret  or  apply  sec.  101, 
as  amended,  64  Stat.  799,  67  Stat.  129,  50 
U.S.C.  App.  2071;  sec.  101,  E.O.  10219,  Feb.  28, 
1951,  as  amended,  16  PH.  1983,  19  F.R.  3807; 
sec.  201,  E.O. 10480,  Aug.  14, 1953,  as  amended, 
18  FJB.  4939,  19  F.R.  3807;  DUO  1-7,  Aug.  14, 
1953.  18  F.R.  5366;  Org.  Order  DTA  1,  as 
amended  June  27,  1955,  20  F.R.  4550;  ICC 
Order,  June  30.  1955,  20  F.R.  4780;  Organiza¬ 
tion  Minutes,  I.C.C.  Revised,  Items  3.2(b)  (4) 
and  9.1,  96  Fit.  1965,  1970,  4774,  4779,  and 
E.O.  11005,  Feb.  16,  1962,  27  Fit.  1544. 

Section  1.  Control  of  railroad  tank  cars. 

Any  person  having  possession  or  con¬ 
trol  of  any  railroad  tank  cars  shall,  not¬ 
withstanding  any  contract,  charter,  lease, 
arrangement,  or  other  commitment,  ex¬ 
press  or  implied,  with  respect  to  the  use 
or  operation  of  such  vehicle,  cause  such 
vehicle  (a)  to  be  operated  in  such  man¬ 
ner,  for  such  purposes,  and  between  such 
points  and  places,  as  the  Interstate  Com¬ 
merce  Commission  shall  from  time  to 
time  direct,  and  (b)  to  be  leased,  char¬ 
tered,  or  rented  to  such  person  or  persons 
as  the  Interstate  Commerce  Commission 
shall  from  time  to  time  direct.  Unless 
the  interested  parties  agree  upon  the 
amount  of  compensation  payable  for  the 
lease,  charter,  rental,  or  use  of  any  such 
vehicle,  so  directed  to  be  leased,  char¬ 
tered.  or  rented,  the  amount  of  such 
compensation  shall  be  such  amount  as 
shall  be  determined  by  the  Interstate 
Commerce  Commission,  or  other  com¬ 
petent  government  authority. 

Sec.  2.  Appointment  of  agent;  super¬ 
vision  and  reservation. 

(a)  The  Assistant  Director  and  Chief, 
Section  of  Car  Service,  Bureau  of  Safety 
and  Service,  Interstate  Commerce  Com¬ 
mission.  is  hereby  appointed  agent  of  the 
Commission  and  is  hereby  vested  with 
authority  to  control  the  movement  of 
railroad  tank  cars.  When  necessary,  he 
shall  direct  the  distribution  of  all  rail¬ 
road  tank  cars  without  regard  to  owner¬ 
ship.  or  assignment,  so  as  to  increase 


provident  utilization  of  such  vehicles. 
He  is  authorized  and  directed  to  super¬ 
vise,  coordinate,  and  direct  the  distribu¬ 
tion  of  all  tank  cars  to  meet  the  needs  of 
the  various  loading  areas,  and  to  require 
any  common  carrier  by  railroad  to  de¬ 
liver,  accept,  or  transport  empty  tank 
cars  for  the  purpose  of  equalizing  the 
supply  of  such  vehicles  at  points  where 
products  are  loaded. 

(b)  The  authority  herein  delegated 
may  be  exercised  by  said  agent  through 
such  members  of  the  staff  of  the  Inter¬ 
state  Commerce  Commission,  as  he  may 
designate. 

(c)  The  exercise  of  the  authority  con¬ 
ferred  by  this  order  shall  be  subject  to 
the  general  control  and  supervision  of  the 
Chairman  of  the  Commission,  and  the 
right  of  modification  or  revocation  by  the 
Chairman  in  any  specific  case.  Notwith¬ 
standing  any  provisions  of  this  order,  the 
Chairman,  in  his  discretion,  may  exer¬ 
cise  from  time  to  time  any  authority,  or 
perform  any  function  or  duty,  delegated 
by  this  order. 

Sec.  3.  Exemptions. 

The  provisions  of  this  order  shall  not 
apply  to  tank  cars  owned,  controlled,  or 
operated  by  the  United  States  or  any 
department  or  agency  thereof  except 
governmental  corporations. 

Sec.  4.  Applicability. 

The  provisions  of  this  order  shall  be 
applicable  in  the  United  States  including 
the  District  of  Columbia,  Alaska,  and 
Hawaii. 

Sec.  5.  Definitions. 

As  used  in  this  order  (section  1  to  6 
inclusive) : 

(a)  The  term  “person”  means  any  in¬ 
dividual,  partnership,  corporation,  asso¬ 
ciation,  joint  stock  company,  business 
trust,  or  other  organized  group  of  per¬ 
sons,  or  any  trustee,  receiver,  assignee, 
or  personal  representative. 

(b)  The  term  “tank  car”  means  any 
railway  car  designed,  or  suitable  for  use, 
or  used  in  the  transportation  by  railroad 
of  liquid  or  gaseous  cargo  in  bulk. 

Sec.  6.  Communications. 

Communications  concerning  this  order 
should  refer  to  “General  Order  IOC 
TM-6,  as  amended,”  and  should  be  ad¬ 
dressed  to  the  Interstate  Commerce 
Commission,  Official  Headquarters. 

This  General  Order  ICC  TM-6,  as 
amended,  shall  become  effective  upon 
the  proclamation  of  the  existence  of 
a  state  of  civil  defense  emergency  by 
the  President,  or  by  concurrent  resolu¬ 
tion  of  the  Congress,  except  that  effec¬ 
tive  forthwith  General  Order  ICC  TM-6, 
as  amended  February  24,  1958,  and 
June  15,  1962,  is  hereby  superseded. 

Issued  at  Washington,  D  C.,  this  15th 
day  of  July  1964. 

Abe  McGregor  Goff. 

Chairman, 

Interstate  Commerce  Commission. 

IF.R.  Doc.  64-7206;  Filed,  July  20,  1964; 
8:49  a.m.] 


[General  Order  IOC  TM-13J 

TM  13— CONTROL  OF  LIQUID 
TRANSPORT  VESSELS 

It  is  deemed  necessary  in  the  public 
interest  and  to  promote  the  national 
safety  and  defense,  during  the  existence 
of  a  state  of  civil  defense  emergency  pro¬ 
claimed  by  the  national  government,  to 
regulate,  allocate,  and  promote  the  use 
and  distribution  of  liquid  transport  ves¬ 
sels  and  facilities  for  the  preferential 
transportation  by  water  of  shipments  for 
civil  defense,  the  Department  of  Defense, 
the  Atomic  Energy  Commission,  and  for 
the  maintenance  of  the  essential  civilian 
economy.  In  the  formulation  of  this 
order,  consultation  with  industry  repre¬ 
sentatives,  including  trade  association 
representatives,  has  been  had  and  con¬ 
sideration  has  been  given  to  their  rec¬ 
ommendations.  Accordingly,  it  is  hereby 
ordered,  that: 

Sec. 

1.  Control  of  liquid  transport  vessels. 

2.  Appointment  of  agent;  supervision  and 

reservation. 

3.  Exemptions. 

4.  Applicability. 

5.  Definitions. 

6.  Communications. 

Authoritt  :  Secs.  I  to  6,  issued  under  sec. 
704  as  amended.  64  Stat.  816,  65  Stat.  139,  50 
UJ5.C.  App.  2154.  Interpret  or  apply  sec. 
101,  as  amended,  64  Stat.  799,  67  Stat.  129, 
50  U.S.C.  App.  2071;  sec.  101,  E.O.  10219,  Feb. 
28,  1951,  as  amended,  16  F.R.  1983;  19  F.R. 
3807;  sec.  201,  E.O.  10480,  Aug.  14,  1953,  as 
amended,  18  FJt.  4939,  19  FJt.  3807;  DM0 
1-7,  Aug.  14,  1953,  18  F.R.  5366;  Org.  Order 
DTA  1,  as  amended  June  27,  1955,  20  Fit. 
4550;  ICC  Order,  June  30,  1955,  20  F.R.  4780; 
Organization  Minutes,  I.C.C.  Revised,  items 
3.2(b)(4)  and  9.1,  26  F.R.  1965,  1970,  4774, 
4779,  and  E.O.  11005,  Feb.  16,  1962,  27  F.R. 
1544. 

Section  1.  Control  of  liquid  transport 
vessels. 

Any  person  having  possession  or  con¬ 
trol  of  any  liquid  transport  vessel  shall, 
notwithstanding  any  contract,  charter, 
lease,  arrangement,  or  other  commit¬ 
ment, ^express  or  implied,  with  respect  to 
the  use  or  operation  of  such  vessel,  cause 
such  vessel  (a)  to  be  operated  in  such 
manner,  for  such  purposes,  and  between 
such  ports  and  points,  as  the  Interstate 
Commerce  Commission  shall  from  time 
to  time  direct,  and  (b)  to  be  leased,  char¬ 
tered,  or  rented  to  such  person  or  per¬ 
sons  as  the  Interstate  Commerce  Com¬ 
mission  shall  from  time  to  time  direct. 
Unless  the  interested  parties  agree  upon 
the  amount  of  compensation  payable  for 
the  lease,  charter,  rental,  or  use  of  any 
such  vessel,  so  directed  to  be  leased, 
chartered,  or  rented,  the  amount  of  such 
compensation  shall  be  such  amount  as 
shall  be  determined  by  the  Interstate 
Commerce  Commission  or  other  com¬ 
petent  government  authority. 

Sec.  2.  Appointment  of  agent;  super¬ 
vision  and  reservation. 

(a)  The  Assistant  Director,  Bureau  of 
Water  Carriers  and  Freight  Forwarders, 
Interstate  Commerce  Commission,  is 
hereby  appointed  agent  of  the  Comnus- 
sion  and  is  hereby  vested  with  authority 
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to  control  the  movement  of  liquid  trans¬ 
port  vessels.  When  necessary,  he  shall 
direct  the  distribution  of  all  liquid  trans¬ 
port  vessels  without  regard  to  owner¬ 
ship,  or  assignment,  so  as  to  increase 
provident  utilization  of  such  vessels.  He 
is  authorized  and  directed  to  supervise, 
coordinate,  and  direct  the  distribution 
of  all  liquid  transport  vessels  to  meet  the 
needs  of  the  various  loading  areas,  and 
to  require  any  common  carrier  by  water 
to  deliver,  accept,  or  transport  empty 
liquid  transport  vessels  for  the  purpose 
of  providing  a  supply  of  such  vessels  at 
points  where  products  are  loaded. 

(b)  The  authority  herein  delegated 
may  be  exercised  by  said  agent  through 
such  members  of  the  staff  of  the  Inter¬ 
state  Commerce  Commission,  as  he  may 
designate. 

(c)  The  exercise  of  the  authority  con¬ 
ferred  by  this  order  shall  be  subject  to 
the  general  control  and  supervision  of 
the  Chairman  of  the  Commission,  and 
the  right  of  modification  or  revocation 
by  the  Chairman  in  any  specific  case. 
Notwithstanding  any  provisions  of  this 
order,  the  Chairman,  in  his  discretion, 
may  exercise  from  time  to  time  any  au¬ 
thority,  or  perform  any  function  or  duty, 
delegated  by  this  order. 

Sec.  3.  Exemptions. 

The  provisions  of  this  order  shall  not 
apply  to  liquid  transport  vessels  owned, 
controlled,  or  operated  by  the  United 
States  or  any  department  or  agency 
thereof  except  governmental  corpora¬ 
tions. 

Sec.  4.  Applicability. 

The  provisions  of  this  order  shall  be 
applicable  in  the  United  States. 

Sec.  5.  Definitions. 

As  used  in  this  order  (§§  1  to  6  inclu¬ 
sive)  : 

(a)  The  term  "person”  means  any 
individual,  partnership,  corporation,  as¬ 
sociation,  joint  stock  company,  business 
trust,  or  other  organized  group  of  per¬ 
sons,  or  any  trustee,  receiver,  assignee,  or 
personal  representative. 

(b)  The  term  "liquid  transport  ves¬ 
sel”  means  any  vessel  or  watercraft,  or 
other  contrivance  designed  or  converted 
for  use,  or  which  is  used,  or  is  capable 
of  being  used,  as  a  means  of  transporta¬ 
tion  of  liquid  or  gaseous  cargo  in  bulk  by 
water. 

Sec.  6.  Communications. 

Communications  concerning  this  order 
should  refer  to  “General  Order  ICC  TM- 
13”  and  should  be  addressed  to  the  In¬ 
terstate  Commerce  Commission,  O facial 
Headquarters. 

This  General  Order  ICC  TM-13,  shall 
become  effective  upon  the  proclamation 
of  the  existence  of  a  state  of  civil  defense 
emergency  by  the  President,  or  by  con¬ 
current  resolution  of  the  Congress. 

Issued  at  Washington,  D.C.,  this  15th 
day  of  July  1964. 

Abe  McGregor  Goff, 
Chairman, 

Interstate  Commerce  Commission. 

[PR.  Doc.  64-7207;  Piled,  July  20,  1964; 
8:49  a.m.] 


Title  38— PENSIONS,  BONUSES, 
AND  VETERANS’  RELIEF 

Chapter  I — Veterans  Administration 

PART  1—  GENERAL  PROVISIONS 

Non-Discrimination 

In  Part  1,  a  new  centerhead  and  §  1.400 
are  added  to  read  as  follows: 

Non-discrimination  by  Employees  in 
Veterans  Administration  Benefits 
Programs 

§  1.400  Non-discrimination  in  Veterans 
Administration  benefits  programs. 

Veterans  Administration  employees 
shall  not  discriminate  on  the  ground  of 
race,  color,  or  national  origin  in  provid¬ 
ing  benefits  under  any  law  administered 
by  the  Veterans  Administration. 

(72  Stat.  1114;  38U.S.C.  210) 

This  VA  regulation  is  effective  the  date 
of  approval. 

Approved:  July  15, 1964. 

By  direction  of  the  Administrator. 

[seal]  A.  H.  Monk, 

Acting  Deputy  Administrator. 

[F.R.  Doc.  64-7212;  Filed,  July  20,  1964; 
8:49  a.m.] 


Title  39— POSTAL  SERVICE 

Chapter  I — Post  Office  Department 

PART  92— TRANSPORTATION  OF 
MAIL  FOR  RAILROADS 

PART  141— SHIPPER’S  EXPORT 
DECLARATION 

Miscellaneous  Amendments 

The  regulations  of  the  Post  Office  De¬ 
partment  are  amended  as  follows: 

§  92.5  [Amended] 

I.  In  §  92.5  General  conditions  of  serv¬ 
ice,  the  Note  following  §  92.5  (i)  (2)  (xvi) 
is  amended  for  the  purpose  of  clarifica¬ 
tion  to  read  as  follows: 

Note:  The  director,  transportation  division, 
shall  notify  promptly  the  mail  traffic  man¬ 
ager  of  the  railroad  company  concerned  of 
accidents  or  other  actions  which  result  in 
injuries  to  postal  employees  on  duty  in 
RPO’s  or  on  railroad  property.  These  noti¬ 
fications  should  be  submitted  for  all  occur¬ 
rences  which  indicate  there  is  a  possible 
railroad  liability.  They  should  include : 

(1)  name  and  address  of  each  clerk 
injured. 

(2)  all  available  Information  concerning 
the  type  of  injury. 

(3)  cause  of  injury. 

(4)  time  and  place  of  the  accident. 

(5)  all  other  pertinent  information  avail¬ 
able. 

Note:  The  corresponding  Regional  Man¬ 
ual  section  is  512.61. 

n.  In  §  92.12  make  the  following 
changes: 

A.  Paragraphs  (a)  and  (b)  are  respec¬ 
tively  amended  for  the  purpose  of  clari¬ 
fication; 

B.  In  paragraph  (c),  the  heading  of 
subparagraph  (1)  is  amended  to  show  a 
new  title  for  Form  5118. 


Paragraphs  (a)  and  (b) ,  and  the  head¬ 
ing  of  paragraph  (c)(1),  as  amended, 
read  as  follows: 

§  92.12  Preparation  and  processing  of 

forms  for  payment. 

(a)  General — (1)  Scope.  This  sec¬ 
tion  describes  the  forms  used  by  postal 
railroad  personnel  to  record  services  per¬ 
formed  and  to  claim  payment  for  railway 
post  office  and  railroad  mail  transporta¬ 
tion  services.  The  following  instructions 
complement  existing  procedures  on  forms 
issued  by  the  Bureau  of  Finance. 

(2)  Application  of  Interstate  Com¬ 
merce  Commission  orders  and  operating 
space  rules.  Regional  controllers  will  be 
responsible  for  the  proper  application  of 
the  prevailing  rates  and  charges.  When 
a  disagreement  arises  between  railroads 
and  regional  controllers  as  to  rules  and 
regulations  applicable  to  railroad  mail 
transportation,  controllers  shall  present 
the  facts  to  the  director,  transportation 
division,  for  determination.  If  agree¬ 
ment  cannot  be  reached  at  that  level,  the 
case  shall  be  referred  to  the  Regional 
Director  for  decision  as  to  whether  it 
should  be  referred  to  the  Railway  Trans¬ 
portation  Branch,  Bureau  of  Transpor¬ 
tation  and  International  Services  for  a 
ruling. 

(b)  Preparation  of  forms  for  railway 
Post  Office  services — (1)  Processing  au¬ 
thorizations.  Each  director,  transporta¬ 
tion  division,  shall  be  responsible  for  the 
preparation  of  authorizations  for  RPO 
services  applicable  to  railroad  routes 
under  his  jurisdiction.  Such  authoriza¬ 
tions  remain  in  effect  until  modified  by 
official  change  orders.  (This  does  not 
apply  to  RPO  services  performed  under 
contract  arrangements  with  railroad 
companies.) 

(2)  Forms  used,  (i)  Form  5020 — 
Railway  Post  Office  Service  Authoriza¬ 
tion. 

(ii)  Form  5020-A — Railway  Post  Of¬ 
fice  Service  Authorization  (Cont.  sheet) . 

(lii)  Form  5020-B — Railway  Mail 
Service  Authorization. 

(iv)  Form  5021 — Certification  of  Rail¬ 
way  Post  Office  Service  Rendered. 

(3)  Frequency  Conversion  Table.  On 
June  1,  prior  to  the  beginning  of  each 
postal  fiscal  year,  the  Post  Office  Depart¬ 
ment,  Bureau  of  Finance,  will  issue  a 
“Frequency  Conversion  Table,”  listing 
number  of  trips  due  to  be  performed  dur¬ 
ing  each  postal  accounting  period  for 
each  frequency  of  RPO  service  to  be 
authorized.  Sufficient  copies  of  this 
table  will  be  supplied  to  each  director, 
transportation  division,  regional  con¬ 
troller  and  mail  carrying  railroad. 

(4)  Distribution  of  Forms  5020  and 

5020-A.  (i)  Original  to  railroad. 

(ii)  Second  signed  copy  to  the 
regional  controller. 

(iii)  Third  copy  to  the  postmaster. 

(iv)  Fourth  copy  retained  by  director, 
transportation  division. 

(5)  Modification  of  basic  authoriza¬ 
tions — (i)  Service  changes  not  requiring 
headquarter’s  approval.  Forms  5020 
and  5020-A  shall  be  prepared  to  effect 
current  changes  in  RPO  authorizations. 
A  concise  statement  shall  be  entered  in 
the  memorandum  section  of  the  order  as 
to  the  type  of  action  being  taken.  Dis¬ 
tribution  of  these  forms  shall  be  the  same 
as  that  prescribed  in  §  92.12(b)  (4). 
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(11)  Service  changes  requiring  head- 
quarter’s  approval.  Forms  5020,  5020-^A 
or  5020-B,  Railway  Mall*  Service  Author¬ 
ization,  shall  be  issued  for  preparation  of 
orders  requiring  prior  approval  by  head¬ 
quarters.  These  forms  shall  be  prepared 
in  quintuplic&te  to  provide  a  copy  for  the 
Director,  Railway  Transportation 
Branch,  Bureau  of  Transportation  and 
International  Services. 

(6)  Certifying  service  performed — (i) 
Forms  used.  Form  5021,  “Certification 
of  Railway  Post  Office  Services  Ren¬ 
dered,”  is  an  exception  type  statement 
showing  the  monetary  effect  of  all  addi¬ 
tions  or  exceptions  in  regularly  author¬ 
ized  service  and  is  used  by  the  regional 
controller  in  determining  net  amount 
payable  to  carriers  for  each  accounting 
period.  The  postmaster  prepares  Form 
5021  from  information  received  from 
RPO  supervisors  on  Form  5012,  “Mobile 
Unit  Trip  Report-Payroll  and  Space  Sec¬ 
tion,”  and  submits  Form  5021  to  director, 
transportation  division  (original,  second 
and  fourth  copies,  if  exceptions  are  re¬ 
ported;  if  no  exceptions,  only  original 
and  second  copy  is  submitted)  by  the  sec¬ 
ond  working  day  following  the  close  of 
the  accounting  period.  Upon  receipt, 
Form  5021  shall  be  given  prompt  atten¬ 
tion  so  as  not  to  delay  submission  to 
regional  controller. 

(ii)  Review  and  certification.  Di¬ 
rector,  transportation  division,  will  re¬ 
view  and  certify  as  follows: 

(a)  Check  receipt  of  Forms  5021  to 
insure  that  all  forms  are  on  hand  by  the 
third  working  day  after  close  of  the  ac¬ 
counting  period.  Contact  preparing 
postmaster  by  telephone  for  any  missing 
form. 

(b)  Verify  each  exception  for  validity. 
When  pay  adjustment  is  required,  com¬ 
pute  amount  and  enter  it  in  appropriate 
adjustment  column  on  Form  5021. 

(c)  Make  any  necessary  corrections 
and  notify  postmaster  accordingly. 

id)  Certify  Form  5021  in  space 
provided. 

(iii)  Distribution.  Distribute  Form 
5021  as  follows: 

(a)  Original  and  fourth  copy  to  re¬ 
gional  controller  (if  no  exceptions  are 
reported,  original  only  is  submitted)  not 
later  than  fourth  working  day  after  close 
of  accounting  period. 

(b)  Retain  second  copy  in  file. 

(7)  Processing  payment.  Regional 
controllers  shall  effect  payments  for 
Railway  Post  Office  Service  based  on  the 
record  of  service  performed  as  certified 
to  by  the  director,  transportation^  divi¬ 
sion,  on  Form  5021.  Carriers  are  not 
required  to  present  bills  for  this  type  of 
service.  Form  797,  “Statement  of  Ac¬ 
count”,  shall  accompany  the  check  when 
mailed  to  the  carrier. 

Non:  The  corresponding  Regional  Manual 
sections  are  511.91  and  511.92. 

(c)  Preparation  of  forms  for  line  haul 
mail  storage  services — (1)  Form  5118. 
Line  Haul  Mail  Storage  Service  and  Re¬ 
lated  Terminal  Services  *  *  * 

Note:  The  corresponding  Regional  Manual 
section  is  51U931. 

•  •  •  •  • 

in.  In  §  141.3  Information  to  be  fur¬ 
nished.  amend  paragraph  (c)  for  the 


purpose  of  clarification  to  read  as  fol-  . 
lows: 

§  141.3  Information  to  be  furnished. 

*  *  a  •  • 

(c)  The  description  of  contents  and 
units  of  quantity  must  be  in  the  detail 
required  by  Schedule  B,  “Statistical 
Classification  of  Domestic  and  Foreign 
Commodities  Exported  from  the  United 
States”,  1958  edition.  The  shipper  may 
obtain  copies  of  Schedule  B  for  a  nominal 
charge  from  the  Superintendent  of 
Documents,  Government  Printing  Office, 
Washington,  D;C.,  20401,  from  Collectors 
of  Customs,  or  from  Department  of  Com¬ 
merce  field  offices  located  in  principal 
cities  of  the  United  States.  General  de¬ 
scriptions,  such  as  dry  goods,  groceries, 
or  millinery,  are  not  sufficient.  Quanti¬ 
ties  and  values  must  be  given  in  whole 
numbers  only,  omitting  fractions  of  less 
than  one-half  and  counting  one-half  and 
over  as  a  whole. 

Nora:  The  corresponding  Postal  Manual 
section  is  251.33. 

IV.  Section  141.4  is  amended  for  the 
purpose  of  clarification  to  read  as  fol¬ 
lows: 

§  141.4  How  obtained. 

Occasional  shippers  may  obtain  Form 
7525-V  free  of  charge  at  post  offices. 
Regular  exporters  may  purchase  copies 
of  the  shipper’s  export  declaration  from 
the  Superintendent  of  Documents,  Gov¬ 
ernment  Printing  Office,  Washington, 
D.C.,  20401,  from  Collectors  of  Customs, 
or  from  Department  of  Commerce  field 
offices.  They  may  be  privately  printed, 
provided  they  conform  to  the  official 
form  in  size,  wording,  color,  quality 
(weight)  of  paper  stock,  and  arrange¬ 
ment.  Postmasters  may  obtain  supplies, 
without  cost,  for  limited  distribution  to 
occasional  shippers  from  the  Foreign 
Trade  Division,  Bureau  of  the  Census, 
Washington,  D.C.,  20233.  Copies  of  the 
shipper’s  export  declaration  correction 
form  for  free  distribution  may  also  be 
obtained  from  the  Bureau  of  the  Census, 
Washington,  D.C.,  20233,  and  from  Col¬ 
lectors  of  Customs. 

Not*:  The  corresponding  Postal  Manual 
section  is  251.4. 

V.  Section  141.5  is  amended  to  show 
new  mailing  address  for  shippers’  export 
declaration  to  read  as  follows: 

§  141.5  Handling  and  disposal. 

(a)  When  a  shipper’s  export  declara¬ 
tion  or  correction  form  is  presented  at  a 
post  office  in  accordance  with  §  141.4, 
postmark  it  in  the  lower  left  comer  and 
send  it  to: 

Bureau  of  the  Census, 

Economic  Operations  Division, 

Export  Document  Control, 

Washington,  D.C.,  20233. 

Send  only  one  copy  of  each  declaration 
submitted. 

(b)  When  an  export  declaration  bear¬ 
ing  the  authentication  of  a  collector  of 
customs  is  presented  at  the  time  of  mail¬ 
ing  a  partial  shipment  under  a  validated 
export  license  (see  §  142.3(c)  of  this 
chapter),  postmark  it  and  send  to  the 
Bureau  of  International  Commerce,  De¬ 
partment  of  Commerce,  Washington, 
D.C.,  20230. 


Note:  The  corresponding  Postal  Manual 
sections  are  251.51  and  251.52. 

(RJ5L  161,  as  amended;  5  U.S.C.  22,  39  U.S  C 
501. 505) 

Louis  J.  Doyle, 
General  Counsel. 

(Pit.  Doc.  64-7214;  Piled,  July  20,  1964; 
8:49  am.] 


Title  46— SHIPPING 

Chapter  III — Great  Lakes  Pilotage 
Administration,  Department  of 
Commerce 

PART  401— GREAT  LAKES  PILOTAGE 
REGULATIONS 

Subpart  B — Registration  of  Pilots 

Notice  is  hereby  given  that  Part  401 
is  amended  to  add  subparagraph  (3)  to 
§  401.220(e).  This  amendment  is  effec¬ 
tive  at  noon,  June  9,  1964,  the  Adminis¬ 
trator  having  found  and  determined  in 
accordance  with  the  provisions  of  sec¬ 
tion  4(a)  of  the  Administrative  Proce¬ 
dure  Act  (5  U.S.C.  1003(a))  that  notice 
and  public  procedure  on  the  amendment 
would  be  impracticable  and  contrary  to 
the  public  interests  in  that  (a)  there  is 
an  unusually  heavy  and  immediate  de¬ 
mand  for  pilotage  services  on  Lakes 
Huron  and  Michigan,  which  services  are 
deemed  necessary  for  the  safety  of  navi¬ 
gation  and  the  furtherance  of  commerce 
on  the  Great  Lakes;  (b)  due  to  pilot 
resignations  and  extraordinary  ab¬ 
senteeism  due  to  sickness  and  other 
causes,  there  is  an  insufficient  number 
of  pilots  available  in  the  area;  (c)  there 
is  an  insufficient  number  of  Applicant 
Pilots;  and  (d)  there  are  retired  Regis¬ 
tered  Pilots  in  the  area,  qualified  other 
than  for  age,  who  are  available  for  im¬ 
mediate  service,  whose  service  would 
alleviate  the  present  shortage,  help  to 
assure  adequate  and  efficient  pilotage 
service  on  the  Great  Lakes,  and  whose 
immediate  service  is  accordingly  deter¬ 
mined  to  be  in  the  public  interest. 

This  amendment  to  the  regulations  is 
issued  under  the  authority  contained  in 
sections  4  and  5  of  the  Great  Lakes 
Pilotage  Act  of  1960  (74  Stat.  260,  261; 
46  U.S.C.  sections  216b,  216c. 

Section  401.220  Registration  of  pilots  is 
amended  to  add  paragraph  (e)  (3) : 

§401.220  Registration  of  pilots. 
***** 

(e)  •  *  * 

(3)  Issue  a  Certificate  of  Registration 
for  a  period  of  less  than  one  (1)  year  to 
a  retired  Registered  Pilot  for  service  as 
a  Registered  Pilot  on  the  undesignated 
waters  within  the  dispatching  authority 
of  the  authorized  pool  under  which  he 
previously  served,  provided  that  such 
person  meets  all  of  the  provisions  of 
§  401.210(a)  except  subparagraphs  (5) 
and  (8)  thereof. 

So  ordered. 

Dated:  June  9, 1964. 

A.  T.  Meschter, 
Administrator. 

Great  Lakes  Pilotage  Administration. 
{FJR.  Doc.  64-7200;  Piled,  July  20,  1964; 
8:48  a.m.] 
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DEPARTMENT  OF  THE  TREASURY 

Internal  Revenue  Service 
[  26  CFR  Part  1  1 
INCOME  TAX 

One-Percent  Limitation  on  Medicine 
and  Drugs 

Notice  is  hereby  given,  pursuant  to 
the  Administrative  Procedure  Act,  ap¬ 
proved  June  11,  1946,  that  the  regula¬ 
tions  set  forth  in  tentative  form  below 
are  proposed  to  be  prescribed  by  the 
Commissioner  of  Internal  Revenue,  with 
the  approval  of  the  Secretary  of  the 
Treasury  or  his  delegate.  Prior  to  the 
final  adoption  of  such  regulations,  con¬ 
sideration  will  be  given  to  any  comments 
or  suggestions  pertaining  thereto  which 
are  submitted  in  writing,  in  duplicate,  to 
the  Commissioner  of  Internal  Revenue, 
Attention:  CC:LR,  Washington,  D.C., 
20224,  within  the  period  of  30  days  from 
the  date  of  publication  of  this  notice  in 
the  Federal  Register.  Any  person  sub¬ 
mitting  written  comments  or  suggestions 
who  desires  an  opportunity  to  comment 
orally  at  a  public  hearing  on  these  pro¬ 
posed  regulations  should  submit  his  re¬ 
quest,  in  writing,  to  the  Commissioner 
within  the  30-day  period.  In  such  case, 
a  public  hearing  will  be  held,  and  notice 
of  the  time,  place,  and  date  will  be  pub¬ 
lished  in  a  subsequent  issue  of  the  Fed¬ 
eral  Register.  The  proposed  regula¬ 
tions  are  to  be  issued  under  the  authority 
contained  in  section  7805  of  the  Internal 
Revenue  Code  of  1954  (68A  Stat.  917;  26 
U.S.C.  7805) . 

[seal]  Bertrand  M.  Harding, 

Acting  Commissioner 
of  Internal  Revenue. 

In  order  to  conform  the  Income  Tax 
Regulations  (26  CFR  Part  1)  under  sec¬ 
tion  213  of  the  Internal  Revenue  Code  of 
1954  to  section  211  of  the  Revenue  Act  of 
1964  (78  Stat.  49) ,  such  regulations  are 
amended  as  follows : 

Paragraph  1.  Section  1.213  is  amended 
by  revising  subsection  (b)  of  section  213 
and  the  historical  note.  These  amended 
provisions  read  as  follows: 

§  1.213  Statutory  provisions ;  medical, 
dental,  etc.,  expenses. 

Sec.  213.  Medical,  dental,  etc.,  expenses. 

•  *  • 

(b)  Limitation  with  respect  to  medicine 
and  drugs.  Amounts  paid  during  the  tax¬ 
able  year  for  medicine  and  drugs  which  (but 
for  this  subsection)  would  be  taken  into 
account  in  computing  the  deduction  under 
subsection  (a)  shall  be  taken  into  account 
only  to  the  extent  that  the  aggregate  of  such 
amounts  exceeds  1  percent  of  the  adjusted 
gross  income.  The  preceding  sentence  shall 
not  apply  to  amounts  paid  for  the  care  of — 

(1)  The  taxpayer  and  his  spouse,  if  either 
of  them  has  attained  the  age  of  65  before  the 
close  of  the  taxable  year,  or 

(2)  Any  dependent  described  in  subsection 
(a)(1)(A). 

*  -•  •  0  0 


[Sec.  213  as  amended  by  secs.  16  and  17,  Tech¬ 
nical  Amendments  Act  1958  (72  Stat.  1613) ; 
sec.  3,  Act  of  May  14,  1960  (Pub.  Law  86-470, 
74  Stat.  133);  sec.  1,  Act  of  Oct.  23,  1962 
(Pub.  Law  87-863,  76  Stat.  1141);  sec.  211, 
Rev.  Act  1964  (78  Stat.  49)  ] 

Par.  2.  Section  1.213-1  is  amended  by 
revising  paragraph  (a)  (4)  (i) ,  by  adding 
example  (5)  to  paragraph  (a)  (4)  (iii) , 
and  by  revising  paragraph  (b).  These 
revised  and  added  provisions  read  as 
follows: 

§  1.213—1  Medical,  dental,  etc.,  ex¬ 
penses. 

(a)  Allowance  of  deduction.  *  *  * 

(4)  (i)  Where  either  the  taxpayer  or 
his  spouse  has  attained  the  age  of  65  be¬ 
fore  the  close  of  the  taxable  year,  the 
3-percent  limitation  on  the  deduction  for 
medical  expenses  does  not  apply  with 
respect  to  expenses  for  medical  care  of 
the  taxpayer  or  his  spouse.  Moreover, 
for  taxable  years  beginning  after  Decem¬ 
ber  31,  1959,  the  3-percent  limitation  on 
the  deduction  for  medical  expenses  does 
not  apply  to  amounts  paid  for  the  medical 
care  of  a  dependent  (as  defined  in  section 
152)  who  is  the  mother  or  father  of  the 
taxpayer  or  of  his  spouse  and  who  has 
attained  the  age  of  65  before  the  close 
of  the  taxpayer’s  taxable  year.  For  tax¬ 
able  years  beginning  before  January  1, 
1964,  all  amounts  paid  by  the  taxpayer 
for  medicine  and  drugs  are  subject  to 
the  1-percent  limitation  provided  by  sec¬ 
tion  213(b).  For  taxable  years  begin¬ 
ning  after  December  31,  1963,  the  1-per¬ 
cent  limitation  provided  by  section  213 
(b)  does  not  apply,  under  certain  circum¬ 
stances,  to  amounts  paid  by  the  taxpayer 
for  medicine  and  drugs  for  the  taxpayer 
and  his  spouse  or  for  a  dependent  (as  de¬ 
fined  in  section  152)  who  is  the  mother 
or  father  of  the  taxpayer  or  of  his  spouse. 
(For  additional  provisions  relating  to 
the  1 -percent  limitation  with  respect  to 
medicine  and  drugs,  see  paragraph  (b) 
of  this  section.)  Whether  or  not  the  3- 
percent  or  1 -percent  limitation  applies, 
the  total  medical  expenses  deductible  un¬ 
der  section  213  are  subject  to  the  limita¬ 
tions  described  in  section  213(c)  and 
paragraph  (c)  of  this  section  And,  where 
applicable,  to  the  limitations  described 
in  section  213(g)  and  §  1.213-2. 

♦  v*  0  0  0 

(iii)  *  *  * 

Example  (5).  Assume  that  the  facts  set 
forth  in  Example  (3)  had  occurred  in  re¬ 
spect  of  the  calendar  year  1964  rather  than 
the  calendar  year  1962.  Since  both  D  and 
his  father,  P,  had  attained  the  age  of  65 
before  the  close  of  the  taxable  year,  the  1- 
^  percent  limitation  does  not  apply  to  the 
amounts  paid  for  medicine  and  drugs  for  D, 
E,  and  P.  Accordingly,  the  total  medical  ex¬ 
penses  taken  into  account  by  D  and  E  for 
1964  would  be  $11,800  (rather  than  $11,500  as 
in  Example  (3))  computed  as  follows: 


Hospital  and  doctor  bills — for  D 

and  E _ $6,  500 

Hospital  and  doctor  bills — for  P _  4, 850 

Medicine  and  drugs — for  D  and  E _  225 

Medicine -and  drugs — for  P _  225 


Total  medical  expenses  taken  into 
account _ 11,  800 


(b)  Limitation  with  respect  to  medi¬ 
cine  and  drugs — (1)  Taxable  years  be¬ 
ginning  before  January  1,  1964.  (i) 

Amounts  paid  during  taxable  years  be¬ 
ginning  before  January  1, 1964,  for  medi¬ 
cine  and  drugs  are  to  be  taken  into 
account  in  computing  the  allowable  de¬ 
duction  for  medical  expenses  paid  during 
the  taxable  year  only  to  the  extent  that 
the  aggregate  of  such  amounts  exceeds 
1  percent  of  the  adjusted  gross  income 
for  the  taxable  year.  Thus,  if  the  aggre¬ 
gate  of  the  amounts  paid  for  medicine 
and  drugs  exceeds  1  percent  of  adjusted 
gross  income,  the  excess  is  added  to  other 
medical  expenses  for  the  purpose  of  com¬ 
puting  the  medical  expense  deduction. 
The  application  of  this  subdivision  may 
be  illustrated  by  the  following  example: 

Example.  '  The  taxpayer,  a  single  indi¬ 
vidual  with  no  dependents,  had  an  adjusted 
gross  income  of  $6,000  for  the  calendar  year 
1956.  During  1956,  he  paid  a  doctor  $300 
for  medical  services,  a  hospital  $100  for  hos¬ 
pital  care,  and  also  spent  $100  for  medicine 
and  drugs.  These  payments  were  not  com¬ 
pensated  for  by  insurance  or  otherwise.  The 
deduction  allowable  under  section  218  for 
the  calendar  year  1956  is  $260,  computed  as 
follows : 

Payments  for  medical  care  in  1056: 


Doctor _  $300 

Hospital  _  100 

Medicine  and  drugs _  $100 

Less:  1  percent  of  $6,000 

(adjusted  gross  income) _  60  40 


Total  medical  expenses  taken  into 

account _  440 

Less:  3  percent  of  $6,000  (adjusted 

gross  income) _  180 

Allowable  deduction  for  1956 _  260 


(ii)  For  taxable  years  beginning  be¬ 
fore  January  1,  1964,  the  1-percent  limi¬ 
tation  is  applicable  to  all  amounts  paid 
by  a  taxpayer  during  the  taxable  year 
for  medicine  and  drugs.  Moreover,  this 
limitation  applies  regardless  of  the  fact 
that  the  amounts  paid  are  for  medicine 
and  drugs  for  the  taxpayer,  his  spouse, 
or  dependent  parent  (the  mother  or 
father  of  the  taxpayer  or  of  his  spouse) 
who  has  attained  the  age  of  65  before  the 
close  of  the  taxable  year.  In  a  case 
where  either  a  taxpayer  or  his  spouse 
has  attained  the  age  of  65  and  the  tax¬ 
payer  pays  an  amount  in  excess  of  1 
percent  of  adjusted  gross  income  for 
medicine  and  drugs  for  himself,  his 
spouse,  and  his  dependents,  it  is  neces¬ 
sary  to  apportion  the  1  percent  of  ad¬ 
justed  gross  income  (the  portion  which 
is  not  taken  into  account  as  expenses 
paid  for  medical  care)  between  the  tax¬ 
payer  and  his  spouse  on  the  one  hand 
and  his  dependents  on  the  other.  The 
part  of  the  1  percent  allocable  to  the  tax¬ 
payer  and  his  spouse  is  an  amount  which 
bears  the  same  ratio  to  1  percent  of  his 
adjusted  gross  income  which  the  amount 
paid  for  medicine  and  drugs  for  the  tax¬ 
payer  and  his  spouse  bears  to  the  total 
amount  paid  for  medicine  and  drugs  for 
the  taxpayer,  his  spouse,  and  his  de- 

9797 


9798. 


PROPOSED  RULE  MAKING 


pendents.  The  balance  of  the  1  percent 
shall  be  allocated  to  his  dependents. 
The  amount  paid  for  medicine  and  drugs 
in  excess  of  the  allocated  part  of  the  1 
percent  shall  be  taken  into  account  as 
payments  for  medical  care  for  the  tax¬ 
payer  and  his  spouse  on  the  one  hand 
and  his  dependents  on  the  other,  respec¬ 
tively.  A  similar  apportionment  must 
be  made  in  the  case  of  a  dependent  par¬ 
ent  (65  years  of  age  or  over)  of  the  tax¬ 
payer  or  his  spouse.  The  application  of 
this  subdivision  (ii)  may  be  illustrated 
by  the  following  example: 


Example.  H  and  W,  who  have  a  depend¬ 
ent  chUd,  made  a  joint  return  for  the  calen¬ 
dar  year  1956.  H  became  65  years  of  age  on 
September  15,  1956.  The  adjusted  gross  In¬ 
come  of  H  and  W  for  1956  Is  $10,000.  During 
the  year,  H  and  W  paid  the  following  amounts 
for  medical  care:  (1)  $1,000  for  doctors  and 
hospital  expenses  and  $180  for  medicine  and 
drugs  for  themselves;  and  (11)  $500  for  doc¬ 
tors  and  hospital  expenses  and  $140  for 
medicine  and  drugs  for  the  dependent  child. 
These  payments  were  not  compensated  for 
by  Insurance  or  otherwise.  The  deduction 
aUowable  under  section  213(a)  (2)  for  medi¬ 
cal  expenses  paid  In  1956  Is  $1,420,  computed 
as  follows: 


Hand  W: 

Payments  for  doctors  and  hospital _ _ _ _ _ _  $1, 000. 00 

Payments  for  medicine  and  drugs . . . . . . . _ .  $180. 00 

Less:  Limitation  for  medicine  and  drugs  (see  computation  below).. .  66. 26 

-  123.76 


Medical  expenses  for  H  and  W  to  be  taken  into  account . . . .  1, 123. 76 

Dependent: 

Payments  for  doctors  and  hospital _ _ _ _  600. 00 

Payments  for  medicine  and  drugs _ _ _ _ _ _  $140. 00 

Less:  Limitation  for  medicine  and  drugs  (see  computation  below) . . .  43. 76 

-  96.26 


Total  medical  expenses _ _ _ _ .... _ _  696. 25 

Less:  3  percent  of  $10,000  (adjusted  gross  income) . . . . . .  300. 00 


Medical  expenses  for  the  dependent  to  be  taken  into  account . . . . .  296. 26 


Allowable  deductions  for  1966 _ _ _ _ _  1, 420. 00 

Payments  for  medicine  and  drugs: 

H  and  W . 180.00 

Dependent .  140. 00 

Total  payments . . . . .... _ _ _ _ _ _ _ _  320. 00 

Less:  1  percent  of  $10,000  (adjusted  gross  ipcome) _ _ _ _ _ _ _  100. 00 

Payments  to  be  taken  into  account . . . . . . . . . .  220. 00 

Allocation  of  1-percent  exclusion: 

180 

HandW^XHOO .  66.26 

140 

Dependent  — X$100 .  43. 75 


Total. 


100.00 


(2)  Taxable  years  beginning  after  De¬ 
cember  31,  1963.  (i)  Except  as  other¬ 

wise  provided  in  subdivision  (ii)  of  this 
subparagraph,  amounts  paid  during  tax¬ 
able  years  beginning  after  December  31, 
1963,  for  medicine  and  drugs  are  to  be 
taken  into  account  in  computing  the 
allowable  deduction  for  medical  expenses 
paid  during  the  taxable  year  only  to  the 
extent  that  the  aggregate  of  such 
amounts  exceeds  1  percent  of  the  ad¬ 
justed  gross  income  for  the  taxable  year. 
Thus,  if  the  aggregate  of  the  amounts 
paid  for  medicine  and  drugs  which  are 
subject  to  the  1 -percent  limitation  ex¬ 
ceeds  1  percent  of  adjusted  gross  income, 
the  excess  is  added  to  other  medical  ex¬ 
penses  for  the  purpose  of  computing  the 
medical  expense  deduction. 

(ii)  The  1 -percent  limitation  provided 
by  section  213(b)  does  not  apply  to 
amounts  paid  by  a  taxpayer  during  a 
taxable  year  beginning  after  December 
31,  1963,  for  medicine  and  drugs  for  the 
medical  care  of  the  taxpayer  and  his 
spouse  if  either  has  attained  the  age  of 
65  before  the  close  of  the  taxable  year. 
Moreover,  for  taxable  years  beginning 
after  December  31,  1963,  the  1 -percent 
limitation  with  respect  to  medicine  and 
drugs  does  not  apply  to  amounts  paid  for 
the  medical  care  of  a  dependent  (as  de¬ 
fined  in  section  152)  who  is  the  mother 
or  father  of  the  taxpayer  or  of  his  spouse 
and  who  has  attained  the  age  of  65  be¬ 
fore  the  close  of  the  taxpayer’s  taxable 
year.  Amounts  paid  for  medicine  and 
drugs  which  are  not  subject  to  the  limi¬ 
tation  on  medicine  and  drugs  are  added 
to  other  medical  expenses  of  a  taxpayer 


and  his  spouse  or  the  dependent  (as  the 
case  may  be)  for  the  purpose  of  comput¬ 
ing  the  medical  expense  deduction. 

(iii)  The  application  of  this  subpara¬ 
graph  may  be  illustrated  by  the  following 
examples: 

Example  (1).  H  and  W,  who  have  a  de¬ 
pendent  child,  C,  were  both  under  65  years 
of  age  at  the  close  of  the  calendar  year  1964 
and  made  a  joint  return  for  that  calendar 
year.  During  the  year  1964,  H’s  mother,  M, 
attained  the  age  of  65,  and  was  a  dependent 
(as  defined  In  section  152)  of  H.  The  ad¬ 
justed  gross  Income  of  H  and  W  in  1964  was 
$12,000.  During  1964  H  and  W  paid  the 
following  amounts  for  medical  care:  (1)  $600 
for  doctors  and  hospital  expenses  and  $120 
for  medicine  and  drugs  for  themselves;  (11) 
$350  for  doctors  and  hospital  expenses  and 
$60  for  medicine  and  drugs  for  C;  and  (ill) 
$400  for  doctors  and  hospital  expenses  and 
$100  for  medicine  and  drugs  for  M.  These 
payments  were  not  compensated  for  by  In¬ 
surance  or  otherwise.  The  deduction  allow¬ 
able  under  section  213(a)(1)  for  medical 
expenses  paid  In  1964  is  $1,150,  computed  as 
follows : 


H,W,  and  C: 

Payments  (or  doctors  and  hospital .  $950 

Payments  tor  medicine  and  dru  gs. .  $180 
Less:  1  percent  of  $12,000  (adjusted 
gross  income).......... _  120  60 


Total  medical  expenses . . 1, 010 

Lees:  3  percent  of  $12,000  (adjusted 
gross  income) _ _ _ ........  360 

Medical  expenses  of  H,  W,  and 
C  to  be  taken  into  account . .v . .  $660 

M: 

Payments  for  doctors  and  hospitals _  400 

Payment  for  medicine  and  drugs . .  100 

Medical  expenses  of  M  to  be 
be  taken  into  account _ ........ _  600 


Allowable  deduction  for  1964 _  1,150 


Example  (2).  H  and  W,  who  have  a  de¬ 
pendent  chUd,  C,  made  a  Joint  return  for 
the  calendar  year  1964,  and  reported  ad¬ 
justed  gross  income  of  $12,000.  H  became 
65  years  of  age  on  January  23,  1964.  P,  the 
87  year  old  father  of  W,  was  a  dependent 
of  H.  During  1964,  H  and  W  paid  the  fol¬ 
lowing  amounts  for  medical  care:  (i)  $400 
for  doctors  and  hospital  expenses  and  $75 
for  medicine  and  drugs  for  H;  (ii)  $200  for 
doctors  and  hospital  expenses  and  $100  for 
medicine  and  drugs  for  W;  (iii)  $200  for 
doctors  and  hospital  expenses  and  $175  for 
medicine  and  drugs  for  C;  and  (iv)  $700  for 
doctors  and  hospital  expenses  and  $150  for 
medicine  and  drugs  for  F.  These  payments 
were  not  compensated  for  by  insurance  or 
otherwise.  The  deduction  allowable  under 
section  213(a)(2)  for  medical  expenses  paid 
in  1964  is  $1,625,  computed  as  follows: 

H  and  W: 

Payments  for  doctors  and  hospital. 

Payments  for  medicine  and  drags.. 

Medical  expenses  for  H  and  W 
to  be  taken,  into  account.... 

F: 

Payments  for  doctors  and  hospitaL 

Payments  for  medicine  and  drags.. 

Medical  expenses  for  F  to  be 

taken  into  account _ 

C: 

Payments  for  doctors  and  hospitaL 

Payments  for  medicine  and  drugs . .  $175 

Less:  1  percent  of  $12,000  (adjusted 
gross  income) . .  120  55 


Total  medical  expenses . . 

Less:  3  percent  of  $12,000  (adjusted 
gross  income) . . 

Medical  expenses  tor  C  to  be 
taken  into  account _ 

Allowable  deduction  for  1964. 

(3)  Definition  of  medicine  and  drugs. 
For  definition  of  medicine  and  drugs, 
see  paragraph  (e)  (2)  of  this  section. 

[P.R.  Doc.  64-7150;  Piled,  July  20,  1964; 

8:45  a.m.] 

[  26  CFR  Part  1  1 
INCOME  TAXES 

Proposed  Timing  of  Deductions  in 
Certain  Cases  Where  Asserted  Lia¬ 
bilities  Are  Contested 

Notice  is  hereby  given,  pursuant  to  the 
Administrative  Procedure  Act,  approved 
June  11,  1946,  that  the  regulations  set 
forth  in  tentative  form  below  are  pro¬ 
posed  to  be  prescribed  by  the  Commis¬ 
sioner  of  Internal  Revenue,  with  the  ap¬ 
proval  of  the  Secretary  of  the  Treasury 
or  his  delegate.  Prior  to  the  final  adop¬ 
tion  of  such  regulations,  consideration 
will  be  given  to  any  comments  or  sugges¬ 
tions  pertaining  thereto  which  are  sub¬ 
mitted  in  writing,  in  duplicate,  to  the 
Commissioner  of  Internal  Revenue,  At¬ 
tention:  CC:  LR,  Washington,  D.C., 
20224,  within  the  period  of  30  days  from 
the  date  of  publication  of  this  notice  in 
the  Federal  Register.  Any  person  sub¬ 
mitting  written  comments  or  suggestions 
who  desires  an  opportunity  to  comment 
orally  at  a  public  hearing  on  these  pro¬ 
posed  regulations  should  submit  his  re¬ 
quest,  in  writing,  to  the  Commissioner 
within  the  30-day  period.  In  such  a 
case,  a  public  hearing  will  be  held,  and 
notice  of  the  time,  place,  and  date  will 
be  published  in  a  subsequent  issue  of  the 
Federal  Register.  The  proposed  regula¬ 
tions  are  to  be  issued  under  the  author¬ 
ity  contained  in  section  7805  of  the  In- 
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temal  Revenue  Code  of  1954  (68A  Stat. 
917;  26  UJ5.C.  7805). 

[seal]  Bertrand  M.  Harding, 

Acting  Commissioner 
of  Internal  Revenue, 

In  order  to  conform  the  Income  Tax 
Regulations  (26  CFRPart  1)  under  sec¬ 
tion  461  of  the  Internal  Revenue  Code 
of  1954  to  section  223  of  the  Revenue  Act 
of  1964  (78  Stat.  76),  such  regulations 
are  amended  as  follows: 

Paragraph  1.  Section  1.461  is  amended 
by  adding  new  subsections  (e)  and  (f) 
to  section  461  and  by  revising  the  his¬ 
torical  note.  These  added  and  revised 
provisions  read  as  follows : 

§  1.461  Statutory  provisions;  general 
rule  for  taxable  year  of  deduction. 

Bsc.  461.  General  rule  for  taxable  year  of 
•  deduction.  *  ■*  * 

(e)  Dividends  or  interest  paid  on  certain 
deposits  or  unthdraavable  accounts. — Except 
as  provided  in  regulations  prescribed  by  the 
Secretary  or  his  delegate,  amounts  paid  to, 
or  credited  to  the  accounts  of,  depositors  or 
holders  Of  accounts  as  dividends  or  interest 
on  their  deposits  or  withdrawable  accounts 
(if  such  amounts  paid  or  credited  are  with¬ 
drawable  on  demand  subject  only  to  cus¬ 
tomary  notice  to  withdraw)  by  a  mutual 
savings  bank  not  having  capital  stock  rep¬ 
resented  by  shares,  a  domestic  building  and 
loan  association,  or  a  cooperative  bank  shall 
not  be  allowed  as  a  deduction  for  the  taxable 
year  to  the  extent  such  amounts  are  paid 
or  credited  for  periods  representing  more 
than  12  months.  Any  such  amount  not  al¬ 
lowed  as  a  deduction  as  the  result  of  the 
application  of  the  preceding  sentence  shall 
be  allowed  as  a  deduction  for  such  other 
taxable  year  as  the  Secretary  or  his  delegate 
determines  to  be  consistent  with  the  pre¬ 
ceding  sentence. 

(f)  Contested  liabilities.  If — 

(1)  The  taxpayer  contests  an  asserted  lia¬ 
bility, 

(2)  The  taxpayer  transfers  money  or  other 
property  to  provide  for  the  satisfaction  of 
the  asserted  liability, 

(3)  The  contest  with  respect  to  the  as¬ 
serted  liabUlty  exists  after  the  time  of  the 
transfer,  and 

(4)  But  for  the  fact  that  the  asserted 
liability  is  contested,  a  deduction  would  be 
allowed  for  the  taxable  year  of  the  transfer 
(or  for  an  earlier  taxable  year), 

then  the  deduction  shall  be  allowed  for  the 
taxable  year  of  the  transfer.  This  subsection 
shall  not  apply  in  respect  of  the  deduction 
for  income,  war  profits,  and  excess  profits 
taxes  imposed  by  the  authority  of  any  for¬ 
eign  country  or  possession  of  the  United 
States. 

[Sec.  461  as  amended  by  sec.  6,  Act  of  Sept. 
14,  1960  (Pub.  Law  86-781,  74  Stat.  1020); 
sec.  3(a),  Act  of  Oct.  24,  1962  (Pub.  Law 
87-876,  76  Stat.  1199) ;  sec.  -223(a)(1),  Rev. 
Act  1964  (78  Stat.  76)  ] 

Par.  2.  Section  1.461-1  is  amended  by 
Tevising  subparagraph  (2)  of  paragraph 
(a)  and  subparagraph  Cl)  of  paragraph 
(c),  and  by  adding  a  new  example  (6) 
to  subparagraph  (6)  of  paragraph  (c). 
These  amended  and  added  provisions 
read  as  follows : 

S  -1.461—1  General  rule  for  (taxable  year 
of  deduction. 

(a)  General  rule.  *  ■*  * 

_  3?  Taxpayer  using  an  accrual  method. 
Under  an  accrual  method  of  accounting. 


an  expense  is  deductible  for  the  taxable 
year  in  which  all  the  events  have  oc¬ 
curred  which  determine  the  fact  of  the 
liability  and  the  amount  thereof  can  be 
determined  with  reasonable  accuracy. 
However,  any  expenditure  which  results 
in  the  creation  of  an  asset  having  a  use¬ 
ful  life  which  extends  substantially  be¬ 
yond  the  close  of  the  taxable  year  may 
mat  be  deductible,  or  may  be  deductible 
only  in  part,  for  the  taxable  year  in 
which  incurred.  While  no  accrual  shall 
be  made  in  any  case  in  which  all  of  the 
events  have  not  occurred  which  fix  the 
liability,  the  fact  that  the  exact  amount 
of  the  liability  which  has  been  incurred 
cannot  be  determined  will  not  prevent 
the  accrual  within  the  taxable  year  of 
such  part  thereof  as  can  be  computed 
with  reasonable  accuracy.  For  example, 
A  renders  services  to  B  during  the  tax¬ 
able  year  for  which  A  claims  $10,000. 
B  admits  the  liability  to  A  for  $5,000  but 
contests  the  remainder.  B  may  accrue 
only  $5,000  as  an  expense  for  the  taxable 
year  in  which  the  services  were  rendered. 
In  the  case  of  certain  contested  liabilities 
in  respect  of  which  a  taxpayer  transfers 
money  or  other  property  to  provide  for 
the  satisfaction  of  the  contested  liability, 
see  §  1.461-2.  Where  a  deduction  is  prop¬ 
erly  accrued  on  the  basis  of  a  computa¬ 
tion  made  with  reasonable  accuracy  and 
the  exact  amount  is  subsequently  deter¬ 
mined  in  a  later  taxable  year,  the  differ¬ 
ence,  if  any,  between  such  amounts  shall 
be  taken  into  account  for  the  later  tax¬ 
able  year  in  which  such  determination 
is  made. 

***** 

(c)  Accrual  of  real  property  taxes — 

(1)  In  general.  If  the  accrual  of  real 
property  taxes  is  proper  in  connection 
with  one  of  the  methods  of  accounting 
described  in  section  446(c) ,  any  taxpayer 
using  such  a  method  of  accounting  may 
elect  to  accrue  any  real  property  tax, 
which  is  related  to  a  definite  period  of 
time,  ratably  over  that  period  in  the 
manner  described  in  this  paragraph. 
For  example,  assume  that  such  an  elec¬ 
tion  is  made  by  a  calendar-year  taxpayer 
whose  real  property  taxes,  applicable  to 
the  period  from  July  1,  1955,  to  June  30, 
1956,  amount  to  $1,200.  Under  section 
461(c) ,  $600  of  such  taxes  accrue  in  the 
calendar  year  1955,  and  the  balance  ac¬ 
crues  in  1956.  For  special  rule  in  the 
case  of  certain  contested  real  property 
taxes  in  respect  of  which  the  taxpayer 
transfers  money  or  other  property  to  pro¬ 
vide  for  the  satisfaction  of  the  contested 
tax,  see  §  1.461-2.  For  general  rules  re¬ 
lating  to  deductions  for  taxes,  see  section 
164  and  the  regulations  thereunder. 

.*  *  u*  •*  * 

(6)  Examples.  The  provisions  of  this 
paragraph  are  illustrated  by  the  follow¬ 
ing  examples: 

***** 

Example  (5) .  The  facts  are  the  same  as  in 
example  (4)  except  that  in  June  1956,  when 
the  taxpayer  pays  his  $1,600  real  property 
-taxes  for  1955,  he  pays  $400  of  such  amount 
under  protest.  Deductions  for  taxes  for  the 
taxable  years  ending  March  31,  1955,  and 
March  31,. 1956,  are  computed  as  follows: 


Fiscal  year  ending  March  31, 1955 


April  through  December  1954  (%j  of 

$1,200) _ _ _  $900 

January  through  March  1965  (%a  of 
$1,200,  that  is.  91,600  minus  $400 
(the  contested  portion  which  is  not 
properly  accruable ) ) -  300 


Taxes  accrued  ratably  in  fiscal 

year  ending  March  31,  1955.  1,200 

Tax  relating  to  period  January 
through  March  1954,  paid  in  June 
1954,  and  not  deductible  in  prior 


taxable  years  (%2  of  $1,200) _  300 


Deduction  for  fiscal  year  end¬ 
ing  March  31, 1955 _  1,  500 

Fiscal  year  ending  March  31, 1956 

April  through  December  1955  (%2  of 

$1,200) _ _ _  $900 

January  through  March  1956  (%2  of 
$1,800) _ _ _  450 


Taxes  accrued  ratably  in  fiscal 

year  ending  March  31,  1956 _ 1,  350 


Contested  portion  of  tax  relating  to 
period  January  through  December 
1956,  paid  in  June  1955,  and  de¬ 
ductible,  under  section  461(f),  for 
taxpayer’s  fiscal  year  ending  March 


31,  1956 _  400 

Deduction  for  fiscal  year  end¬ 
ing  March  31,  1956 -  1,  760 

***** 


Par.  3.  There  is  inserted  immediately 
after  §  1.461-1  a  new  §  1.461-2  to  read  as 
follows: 

§  1.461—2  Timing  of  deductions  in  cer¬ 
tain  cases  where  asserted  liabilities 
are  contested. 

(a)  General  rule — (T)  Taxable  year  of 
deduction.  If — 

(1)  The  taxpayer  contests  an  asserted 
liability, 

(ii)  The  taxpayer  transfers  money  or 
other  property  to  provide  for  the  satis¬ 
faction  of  the  asserted  liability, 

(iii)  The  contest  with  respect  to  the 
asserted  liability  exists  after  the  time  of 
the  transfer,  and 

(iv)  But  for  the  fact  that  the  asserted 
liability  is  contested,  a  deduction  would 
be  allowed  for  the  taxable  year  of  the 
transfer,  (or,  in  the  case  of  an  accrual 
method  taxpayer,  for  an  earlier  taxable 
year  for  which  such  amount  would  be 
accruable), 

then  the  deduction  with  respect  to  the 
contested  amount  shall  be  allowed  for  the 
taxable  year  of  the  transfer. 

(2)  Exception.  Subparagraph  (1)  of 
this  paragraph  shall  not  apply  in  respect 
of  the  deduction  for  income,  war  profits, 
and  excess  profits  taxes  imposed  by  the 
authority  of  any  foreign  country  or  pos¬ 
session  of  the  United  States,  including 
a  tax  paid  in  lieu  of  a  tax  on  income, 
war  profits,  or  excess  profits  otherwise 
generally  imposed  by  any  foreign  coun¬ 
try  or  by  any  possession  of  the  United 
States. 

(3)  Refunds  includible  in  gross  in¬ 
come.  If  any  portion  of  the  contested 
amount  which  is  deducted  under  sub- 
paragraph  (1)  of  this  paragraph  for  the 
taxable  year  of  transfer  is  refunded 
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when  the  contest  is  settled,  such  portion 
is  includible  in  gross  income  except  as 
provided  in  §  1.111-1,  relating  to  recovery 
of  certain  items  previously  deducted  or 
credited.  Such  refunded  amount  is  in¬ 
cludible  in  gross  income  for  the  taxable 
year  of  receipt,  or  for  an  earlier  taxable 
year  if  properly  accruable  for  such  ear¬ 
lier  year. 

(4)  Examples.  The  provisions  of  this 
paragraph  are  illustrated  by  the  follow¬ 
ing  examples: 

Example  (2).  X  Corporation,  which  uses 
an  accrual  method  of  accounting,  in  1964 
contests  $20  of  a  $100  asserted  real  property 
tax  liability  but  pays  the  entire  $100  to  the 
taxing  authority.  In  1968,  the  contest  is 
settled  and  X  receives  a  refund  of  $5.  X  de¬ 
ducts  $100  for  the  taxable  year  1964,  and 
includes  $5  in  gross  income  for  the  taxable 
year  1968  (assuming  §  1.111-1  does  not  apply 
to  such  amount).  If  in  1964  X  pays. only 
$80  to  the  taxing  authority,  X  deducts  only 
$80  for  1964.  The  result  would  be  the  same 
if  X  Corporation  used  the  cash  method  of 
accounting. 

Example  (2) .  T  Corporation  makes  its  re¬ 
turn  on  the  basis  of  a  calendar  year  and  uses 
an  accrual  method  of  accounting.  T*s  real 
property  taxes  are  assessed  and  become  a  lien 
on  December  1,  but  are  not  payable  until 
March  1  of  the  following  year.  On  December 
10,  1964,  T  contests  $20  of  the  $100  asserted 
real  property  tax  which  was  assessed  and 
became  a  lien  on  December  1, 1964.  On  March 
1,  1965,  T  pays  the  entire  $100  to  the  taxing 
authority.  In  1968,  the  contest  is  settled  and 
Y  receives  a  refund  of  $5.  Y  deducts  $80  for 
the  taxable  year  1964,  deducts  $20  for  the 
taxable  year  1965,  and  includes  $5  in  gross 
income  for  the  taxable  year  1968  (assuming 
§  1.111—1  does  not  apply  to  such  amount). 

(b)  Contest  of  asserted  liability — (1) 
Asserted  liability.  For  purposes  of  par¬ 
agraph  (a)  (1)  of  this  section,  the  term 
“asserted  liability”  means  an  item  with 
respect  to  which,  but  for  the  existence  of 
any  contest  in  respect  of  such  item,  a 
deduction  would  be  allowable  under  an 
accrual  method  of  accounting.  For  ex¬ 
ample,  a  notice  of  a  local  real  estate  tax 
assessment  and  a  bill  received  for  serv¬ 
ices  may  represent  asserted  liabilities. 

(2)  Definition  of  the  term  “contest”. 
Any  contest  which  would  prevent  ac¬ 
crual  of  a  liability  under  section  461(a) 
shall  be  considered  to  be  a  contest  in 
determining  whether  the  taxpayer  satis¬ 
fies  paragraph  (a)  (1)  (i)  of  this  section. 
A  contest  arises  when  there  is  a  bona 
fide  dispute  as  to  the  proper  evaluation 
of  the  law  or  the  facts  necessary  to  de¬ 
termine  the  existence  or  correctness  of 
the  amount  of  an  asserted  liability.  It 
is  not  necessary  to  institute  suit  in  a 
court  of  law  in  order  to  contest  an 
asserted  liability.  An  affirmative  act 
denying  the  validity  or  accuracy,  or 
both,  of  an  asserted  liability  to  the  per¬ 
son  who  is  asserting  such  liability,  such 
as  including  a  written  protest  with  pay¬ 
ment  of  the  asserted  liability,  is  suffi¬ 
cient  to  commence  a  contest.  Thus, 
lodging  a  protest  in  accordance  with 
local  law  is  sufficient  to  contest  an  as¬ 
serted  liability  for  taxes.  It  is  not  nec¬ 
essary  that  the  affirmative  act  denying 
the  validity  or  accuracy,  or  both,  of  an 
asserted  liability  be  in  writing  if,  upon 
examination  of  all  the  facts  and  circum¬ 
stances,  it  can  be  established  to  the 
satisfaction  of  the  Commissioner  that 


a  liability  has  been  asserted  and  con¬ 
tested. 

(3)  Example.  The  provisions  of  this 
paragraph  are  illustrated  by  the  follow¬ 
ing  example: 

Example:  O  Corporation  makes  It  return 
on  the  basis  of  a  calendar  year  and  uses  an 
accrual  method  of  accounting.  O  receives 
a  large  shipment  of  typewriter  ribbons  from 
S  Company  on  January  30,  1964,  which  O 
pays  for  in  full  on  February  10,  1964.  Sub¬ 
sequent  to  their  receipt,  several  of  the  rib¬ 
bons  prove  defective  because  of  inferior 
materials  used  by  the  manufacturer.  On 
August  9,  1964,  O  orally  notifies  S  and  de¬ 
mands  refund  of  the  full  purchase  price  of 
the  ribbons.  After  negotiations  prove  futile 
and  a  written  demand  is  rejected  by  S,  O 
institutes  an  action  for  the  full  purchase 
price.  For  purposes  of  paragraph  (a)  (1)  (i) 
of  this  section,  S  has  asserted  a  liability 
against  O  which  O  contests  on  August  9, 
1964.  O  deducts  the  contested  amount  for 
1964. 

(c)  Transfer  to  provide  for  the  satis¬ 
faction  of  an  asserted  liability — (1)  In 
general.  A  taxpayer  may  provide  for 
the  satisfaction  of  an  asserted  liability 
by  transferring  money  or  other  property 
to  the  person  who  is  asserting  the  liabil¬ 
ity,  or  with  the  agreement  of  such  person 
to  an  escrowee  or  trustee  to  deliver  the 
money  or  other  property  in  accordance 
with  the  settlement  of  the  contest,  pro¬ 
vided  that  the  money  or  other  property 
is  transferred  beyond  the  control  of  the 
taxpayer.  Purchasing  a  bond  to  guar¬ 
antee  payment  of  the  asserted  liability, 
an  entry  on  the  taxpayer’s  books  of  ac¬ 
count,  and  a  transfer  to  an  account 
which  is  within  the  control  of  the  tax¬ 
payer  are  not  transfers  to  provide  for 
the  satisfaction  of  an  asserted  liability. 
In  order  for  money  or  other  property 
to  be  beyond  the  control  of  a  taxpayer, 
the  taxpayer  must  relinquish  all  author¬ 
ity  over  such  money  or  other  property. 
Thus,  a  transfer  to  a  court  with  jurisdic¬ 
tion  over  the  contest  qualifies  as  a  trans¬ 
fer  beyond  the  taxpayer’s  control. 

(2)  Examples.  The  provisions  of  this 
paragraph  are  illustrated  by  the  follow¬ 
ing  examples: 

Example  (1).  M  Corporation  contests  a 
$5,000  liability  asserted  against  it  by  L  Com- 
pany  for  services  rendered.  To  provide  for 
the  contingency  that  it  might  have  to  pay 
the  liability,  M  establishes  a  separate  bank 
account  in  its  own  name.  M  then  transfers 
$5,000  from  its  general  account  to  such  sepa¬ 
rate  account.  Such  transfer  does  not  qualify 
as  a  transfer  to  provide  for  the  satisfaction 
of  an  asserted  liability  because  M  has  not 
transferred  the  money  beyond  its  control. 

Example  (2).  M  Corporation  contests  a 
$5,000  liability  asserted  against  it  by  L  Com¬ 
pany  for  services  rendered.  To  provide  for 
the  contingency  that  it  might  have  to  pay 
the  liability,  M  transfers  $5,000  to  an  ir¬ 
revocable  trust,  the  trustee  of  which  is  a 
third  party  mutually  agreed  upon  by  M 
and  L.  The  trust  instrument  provides  that 
the  money  shall  be  held  until  the  contest 
is  settled  and  then  disbursed  in  accordance 
with  the  settlement.  Such  transfer  qualifies 
as  a  transfer  to  provide  for  the  satisfaction 
of  an  asserted  liability. 

(d)  Contest  exists  after  transfer.  In 
order  for  a  contest  with  respect  to  an 
asserted  liability  to  exist  after  the  time 
of  transfer,  such  contest  must  be  pur¬ 
sued  subsequent  to  such  time.  Thus, 
the  contest  must  have  been  neither  set¬ 


tled  nor  abandoned  at  the  time  of  the 
transfer.  A  contest  may  be  settled  by 
a  decision,  judgment,  decree,  or  other 
order  of  any  court  of  competent  jurisdic¬ 
tion  which  has  become  final,  or  by  writ¬ 
ten  or  oral  agreement  between  the  par¬ 
ties.  For  example,  Z  Corporation,  which 
uses  an  accrual  method  of  accounting, 
in  1964  contests  a  $100  asserted  liability. 
In  1967  the  contested  liability  is  settled 
as  being  $80  which  Z  accrues  and  deducts 
for  such  year.  In  1968  Z  pays  the 
$80.  Section  461(f)  does  not  apply  to 
Z  with  respect  to  the  transfer  because  a 
contest  did  not  exist  after  the  time  of 
such  transfer. 

(e)  Deduction  otherwise  allowed — (l) 
In  general.  The  existence  of  the  con¬ 
test  with  respect  to  an  asserted  liability 
must  prevent  (without  regard  to  section 
461  (f ) )  and  be  the  only  factor  preventing 
a  deduction  for  the  taxable  year  of  the 
transfer  (or,  in  the  case  of  an  accrual 
method  taxpayer,  for  an  earlier  taxable 
year  for  which  such  amount  would  be 
accruable)  to  provide  for  the  satisfaction 
of  such  liability.  Nothing  in  section 
461(f)  or  this  section  shall  be  construed 
to  give  rise  to  a  deduction  since  section 
461(f)  and  this  section  relate  only  to 
the  timing  of  deductions  which  are 
otherwise  allowable  under  the  Code. 

(2)  Example.  The  provisions  of  this 
paragraph  are  illustrated  by  the  follow¬ 
ing  example: 

Example.  A,  an  individual,  makes  a  gift 
of  certain  property  to  B,  an  individual.  A 
pays  the  entire  amount  of  gift  tax  assessed 
against  him  but  contests  his  liability  for 
such  tax.  Section  275(a)(3)  provides  that 
gift  taxes  are  not  deductible.  A  does  not 
satisfy  the  requirement  of  paragraph  (a) 
(1)  (iv)  of  this  section  since  a  deduction 
would  not  be  allowed  for  the  taxable  year  of 
the  transfer  even  if  A  did  not  contest  his 
liability  for  such  tax. 

(f)  Effective  date.  Paragraphs  (a) 
through  (e)  of  this  section  apply  to 
trausfers  of  money  or  other  property 
made  in  taxable  years  beginning  after 
December  31,  1953,  and  ending  after  Au¬ 
gust  16, 1954. 

(g)  Election  as  to  transfers  in  taxable 
years  beginning  before  January  1, 1964 — 
(1)  Statutory  provisions.  Section  223(c) 
of  the  Revenue  Act  of  1964  (78  Stat.  76) 
provides  as  follows: 

Sec.  223.  Timing  of  deductions  in  certain 
cases  where  asserted  liabilities  are  contested. 
***** 

(c)  Election  as  to  transfers  in  taxable 
years  beginning  before  January  1,  1964.  (1) 
The  amendments  made  by  subsection  (a) 
shall  not  apply  to  any  transfer  of  money  or 
other  property  described  in  subsection  (a) 
made  in  a  taxable  year  beginning  before  Jan¬ 
uary  1,  1964,  if  the  taxpayer  elects,  in  the 
manner  provided  by  regulations  prescribed  by 
the  Secretary  of  the  Treasury  or  his  delegate, 
to  have  this  paragraph  apply.  Such  an  elec¬ 
tion — 

(A)  Must  be  made  within  one  year  after 
the  date  of  the  enactment  of  this  Act, 

(B)  May  not  be  revoked  after  the  expira¬ 
tion  of  such  one-year  period,  and 

(C)  Shall  apply  to  all  transfers  described 
in  the  first  sentence  of  this  paragraph  (other 
than  transfers  described  in  paragraph  (2)). 

In  the  case  of  any  transfer  to  which  this 
paragraph  applies,  the  deduction  shall  be  al¬ 
lowed  only  for  the  taxable  year  in  which  the 
contest  with  respect  to  such  transfer  is  set¬ 
tled. 
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(2)  Paragraph  (1)  shall  not  apply  to  any 
transfer  if  the  assessment  of  any  deficiency 
which  would  result  from  the  application  of 
the  election  in  respect  of  such  transfer  is,  on 
the  date  of  the  election  under  paragraph  (1) , 
prevented  by  the  operation  of  any  law  or  rule 
of  law. 

(3)  If  the  taxpayer  makes  an  election  un¬ 
der  paragraph  (1) ,  and  if,  on  the  date  of  such 
election,  the  assessment  of  any  deficiency 
which  results  from  the  application  of  the 
election  in  respect  of  any  transfer  is  not  pre¬ 
vented  by  the  operation  of  any  law  or  rule 
of  law,  the  period  within  which  assessment 
of  such  deficiency  may  be  ma.de  shall  not  ex¬ 
pire  earlier  than  2  years  after  the  date  of  the 
enactment  of  this  Act. 

(2)  In  general.  Except  as  provided  in 
subparagraph  (3)  of  this  paragraph,  sec¬ 
tion  461  (f )  of  the  Internal  Revenue  Code 
of  1954  and  the  last  two  sentences  of  sec¬ 
tion  43  of  the  Internal  Revenue  Code  of 
1939,  as  added  by  section  223(a)  of  the 
Revenue  Act  of  1964,  shall  not  apply  to 
any  tranfers  of  money  or  other  property 
described  in  either  such  section  which  are 
made  in  taxable  years  beginning  before 
January  1,  1964,  if  the  taxpayer  makes  a 
valid  election,  in  the  manner  and  within 
the  time  provided  in  subparagraph  (4)  of 
this  paragraph,  to  have  this  paragraph 
apply  to  such  transfers.  In  the  case  of 
any  transfer  to  which  this  paragraph  ap¬ 
plies,  the  deduction  with  respect  to  the 
contested  amount  shall  be  allowed  only 
for  the  taxable  year  in  which  the  contest 
with  respect  to  such  transfer  is  settled. 

(3)  Transfers  covered.  A  valid  elec¬ 
tion  under  this  paragraph  shall  apply  to 
all  transfers  of  money  or  other  property 
described  in  section  461(f)  of  the  1954 
Code  or  the  last  two  sentences  of  section 
43  of  the  1939  Code  made  in  taxable  years 
beginning  before  January  1,  1964,  except 
that  such  election  shall  not  apply  to  any 
such  transfer  if  the  assessment  of  any 
deficiency  which  would  result  from  the 
application  of  such  eleotion  in  respect  of 
such  transfer  is,  on  the  date  such  election 
is  made,  prevented  by  the  operation  of 
any  law  or  rule  of  law. 

(4)  Time  and  manner  of  making  elec¬ 
tion.  (i)  The  taxpayer  shall  make  the 
election  referred  to  in  subparagraph  (2) 
of  this  paragraph  by  filing  a  statement, 
containing  the  information  required  by 
subdivision  (ii)  of  this  subparagraph, 
with  the  district  director  with  whom  he 
files  his  income  tax  return  for  the  tax¬ 
able  year  In  which  the  election  is  made. 
The  election  must  be  made  on  or  before 
February  26,  1965,  and  shall  be  irrevo¬ 
cable  after  such  date.  A  copy  of  the 
statement  of  election  shall  be  attached 
to  the  taxpayer’s  income  tax  return  or 
claim  for  refund  for  the  taxable  year  in 
which  the  contest  is  settled;  except  that 
if,  before  the  time  the  election  is  made, 
the  taxpayer  filed  an  income  tax  return 
or  a  claim  refund  for  the  taxable 
year  in  whii%  the  contest  was  settled, 
and  if,  after  the  time  the  election  is 
made,  such  taxpayer  does  not  file  an 
amended  income  tax  return  or  claim  for 
refund  for  such  year,  then  such  taxpayer 
shall  provide  a  copy  of  the  statement  of 
election  to  the  district  director  with 
whom  he  filed  his  income  tax  return  or 
claim  for  refund  for  the  taxable  year  in 
which  the  contest  was  settled.  In  addi¬ 
tion,  the  taxpayer  shall  provide  copies  of 
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the  statement  of  election  to  the  district 
directors  with  whom  he  filed  his  income 
tax  returns  for  the  taxable  years  of  the 
transfers  with  respect  to  which  the  elec¬ 
tion  is  made  no  later  than  30  days  after 
making  such  election. 

(ii)  The  statement  referred  to  in  sub¬ 
division  (i)  of  this  subparagraph  shall 
contain  the  following  information: 

(a)  The  name,  address,  and  taxpayer 
account  number  of  the  taxpayer; 

(b)  A  statement  that  the  taxpayer 
elects,  under  section  223(c)  of  the  Rev¬ 
enue  Act  of  1964,  not  to  have  the  amend¬ 
ments  made  by  section  223(a)  of  such 
Act  apply  to  any  transfers  described  in 
section  461(f)  of  the  Internal  Revenue 
Code  of  1954  or  the  last  two  sentences  of 
section  43  of  the  Internal  Revenue  Code 
of  1939  made  by  him  in  taxable  years 
beginning  before  January  1, 1964; 

(c)  The  amount  and  date  of  each 
transfer  described  in  such  sections  made 
in  a  taxable  year  beginning  before  Jan¬ 
uary  1,  1964,  to  which  the  election  under 
this  paragraph  applies;  and 

(d)  The  district  director  with  whom 
the  taxpayer’s  return  was  filed  for  each 
taxable  year  affected  by  the  election  un¬ 
der  this  paragraph. 

(5)  Period  of  assessment  extended. 
If  the  taxpayer  makes  a  valid  election 
under  this  paragraph,  and  if,  on  the  date 
of  such  election,  the  assessment  of  any 
deficiency  which  results  from  the  appli¬ 
cation  of  the  election  in  respect  of  any 
transfer  is  not  prevented  by  the  operation 
of  any  law  or  any  rule  of  law,  the  period 
within  which  assessment  of  such  defi¬ 
ciency  may  be  made  shall  not  expire  be¬ 
fore  February  26,  1966,  and  such  election 
shall  be  considered  as  a  consent  to  such 
extension. 

(6)  Example .  The  provisions  of  this 
paragraph  are  illustrated  by  the  following 
example: 

Example.  Z  Corporation  makes  its  return 
on  the  basis  of  a  calendar  year  and  uses  an 
accrual  method  of  accounting.  Z  contests 
$20  of  the  $100  real  property  tax  liability  as¬ 
serted  against  it  for  each  of  the  years  1958 
through  1963  but  pays  the  entire  $100  in  each 
such  year.  Z  does  not  contest  any  other  as¬ 
serted  liabilities  in  the  years  1958  through 
1963.  Z  deducts  $100  for  each  of  the  years 
1958  through  1963  and  for  each  of  such  years 
files  its  income  tax  return  on  March  15  of 
the  following  year.  On  October  1,  1964,  Z 
makes  a  valid  election  under  this  para¬ 
graph.  The  contests  with  respect  to  the  real 
property  taxes  for  each  of  the  years  1958 
through  1963  are  settled  in  1967.  Assuming 
that  the  assessment  of  any  deficiencies  which 
would  result  from  the  application  of  such 
election  to  the  transfers  in  the  taxable  years 
1958,  1959,  and  1960  are,  on  October  1,  1964, 
prevented  by  the  operation  of  section  6501, 
the  election  under  this  paragraph  does  not 
apply  to  the  transfers  made  in  such  years. 
Since  the  assessment  of  any  deficiencies 
which  would  result  from  the  application  of- 
such  election  to  the  transfers  in  the  taxable 
years  1961,  1962,  and  1963  are  not,  on  Octo¬ 
ber  1,  1964,  prevented  by  the  operation  of 
section  6501,  the  election  under  this  para¬ 
graph  does  apply  to  the  transfers  made  in 
such  years.  Thus,  Z  deducts  $60  (that  is, 
$20  of  the  1961  transfer,  $20  of  the  1962 
transfer,  and  $20  of  the  1963  transfer)  for 
the  taxable  year  1967  and  files  amended  re¬ 
turns  for  taxable  years  1961,  1962,  and  1963, 
deducting  only  $80  rather  than  $100  in  each 
such  year.  The  period  within  which  the 
assessment  of  any  deficiencies  may  be  made 


which  result  from  the  application  of  such 
election  to  the  transfers  in  the  taxable  years 
1961,  1962,  and  1963  shall  not  expire  before 
February  26, 1966. 

(h)  Certain  other  transfers  in  taxable 
years  beginning  before  January  1, 1964 — 

(1)  Statutory  provisions.  Section  223 
(d)  of  the  Revenue  Act  of  1964  (78  Stat. 
77)  provides  as  follows: 

Sec.  223.  Timing  of  deductions  in  certain 
cases  where  asserted  liabilities  are  contested. 
***** 

(d)  Certain  other  transfers  in  taxable 
years  beginning  before  January  1,  1964.  The 
amendments  made  by  subsection  (a)  shall 
not  apply  to  any  transfer  of  money  or  other 
property  described  in  subsection  (a)  made 
in  a  taxable  year  beginning  before  January 
1,  1964,  if— 

(1)  No  deduction  has  been  allowed  in  re¬ 
spect  of  such  transfer  for  any  taxable  year 
before  the  taxable  year  in  which  the  con¬ 
test  with  respect  to  such  transfer  is  settled, 
and 

,  (2)  Refund  or  credit  of  any  overpayment 
which  would  result  from  the  application  of 
such  amendments  to  such  transfer  is  pre¬ 
vented  by  the  operation  of  any  law  or  rule 
of  law. 

In  the  case  of  any  transfer  to  which  this 
subsection  applies,  the  deduction  shall  be 
allowed  for  the  taxable  year  in  which  the  con¬ 
test  with  respect  to  such  transfer  is  settled. 

(2)  Deduction  allowed  in  year  contest 
is  settled.  Section  461(f)  of  the  Inter¬ 
nal  Revenue  Code  of  1954  and  the  last 
two  sentences  of  section  43  of  the  Inter¬ 
nal  Revenue  Code  of  1939,  as  added  by 
section  223(a)  of  the  Revenue  Act  of 
1964,  shall  not  apply  to  any  transfer  of 
money  or  other  property  described  in 
either  such  section  which  is  made  in  a 
taxable  year  beginning  before  January  1, 
1964,  if— 

(i)  No  deduction  has  been  allowed  in 
respect  of  such  transfer  for  any  taxable 
year  before  the  taxable  year  in  which  the 
contest  with  respect  to  such  transfer  is 
settled,  and 

(ii)  Refund  or  credit  of  any  overpay¬ 
ment  which  would  result  from  the  appli¬ 
cation  of  section  461(f)  of  the  Internal 
Revenue  Code  of  1954  or  the  last  two 
sentences  of  section  43  of  the  Internal 
Revenue  Code  of  1939  to  such  transfer  is 
prevented  by  the  operation  of  any  law  or 
rule  of  law. 

In  the  case  of  any  transfer  to  which  this 
subparagraph  applies,  the  deduction  with 
respect  to  the  contested  amount  shall  be 
allowed  only  for  the  taxable  year  in 
which  the  contest  with  respect  to  such 
transfer  is  settled.  Thus,  if,  at  any  time 
when  a  refund  or  credit  of  any  overpay¬ 
ment,  which  would  result  from  the  appli¬ 
cation  of  paragraph  (a)(1)  of  this  sec¬ 
tion  to  a  transfer  of  money  or  other 
property  described  in  such  paragraph 
(a)  (1)  made  in  a  taxable  year  beginning 
before  January  1,  1964,  is  prevented  by 
the  operation  of  any  law  or  rule  of  law, 
no  deduction  has  been  allowed  in  respect 
of  such  transfer  for  any  taxable  year  be¬ 
fore  the  taxable  year  in  which  the  contest 
with  respect  to  such  transfer  is  settled, 
then  a  deduction  shall  be  allowed  to  the 
taxpayer  for  the  taxable  year  in  which 
such  contest  is  settled. 

(3)  Example.  The  provisions  of  this 
paragraph  are  illustrated  by  the  follow¬ 
ing  example: 
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Example.  R  Corporation  makes  its  return 
on  the  basis  of  a  calendar  year  and  uses  an 
accrual  method  of  accounting.  In  1962,  R 
contests  $20  of  a  $100  asserted  real  property 
tax  liability  but  pays  the  entire  $100  to  the 
taxing  authority.  R  deducts  $80  for  the  tax¬ 
able  year  1962.  R  hies  its  income  tax  return 
for  1962  on  March  15,  1963.  In  1967,  the 
contested  tax  is  settled  as  being  $100.  As¬ 
suming  that  R  did  not  deduct  such  contested 
$20  for  any  taxable  year  prior  to  1967,  and 
that  a  refund  or  credit  of  any  overpayment 
which  would  result  from  the  application  of 
paragraph  (a)  (1)  of  this  section  to  the  trans¬ 
fer  of  such  $20  in  1962  is  prevented  by  the 
operation  of  section  6501,  paragraph  (a)(1) 
of  this  section  does  not  apply  to  the  transfer 
of  such  $20  in  1962,  and  R  deducts  such  $20 
for  the  taxable  year  1967. 

Par.  4.  The  provisions  of  paragraphs 

(a)  through  (e)  of  J  1.461-2  of  the  In¬ 
come  Tax  Regulations,  covering  taxable 
years  beginning  after  December  31,  1953, 
and  ending  after  August  16,  1954,  as  set 
forth  in  paragraph  3  of  this  Treasury  de¬ 
cision,  are  hereby  made  applicable  to  the 
taxable  years  covered  by  section  43  of  the 
Internal  Revenue  Code  of  1939. 

[F.R.  Doc.  64-7192;  Filed,  July  20,  1964; 

8:47  am.] 


DEPARTMENT  OF  AGRICULTURE 

Agricultural  Marketing  Service 
[7  CFR  Part  1065  1 

[Docket  No.  AO-86-A16] 

MILK  IN  NEBRASKA-WESTERN  IOWA 
MARKETING  AREA 

Hearing  on  Proposed  Amendments  to 
Tentative  Marketing  Agreement 
and  Order 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.S.C.  601  et  seq.) 
and  the  applicable  rules  of  practice  and 
procedure  governing  the  formulation  of 
marketing  agreements  and  marketing 
orders  (7  CFR  Part  900) ,  notice  is  here¬ 
by  given  of  a  public  hearing  to  be  held 
at  the  Prom-Town  House,  7000  Dodge 
Street,  Omaha,  Nebraska,  beginning  at 
10:00  a.m.,  local  time,  on  August  10, 
1964,  with  respect  to  proposed  amend¬ 
ments  to  the  tentative  marketing  agree¬ 
ment  and  to  the  order  regulating  the 
handling  of  milk  in  the  Nebraska-West¬ 
ern  Iowa  marketing  area. 

The  public  hearing  is  for  the  purpose 
of  receiving  evidence  with  respect  to  the 
economic  and  marketing  conditions 
which  relate  to  the  proposed  amend¬ 
ments,  hereinafter  set  forth,  and  any  ap¬ 
propriate  modifications  thereof,  to  the 
tentative  marketing  agreement  and  to 
the  order. 

The  proposal  relative  to  a  redefinition 
of  the  marketing  area  raises  the  issue 
whether  the  provisions  of  the  present 
order  would  tend  to  effectuate  the  de¬ 
clared  policy  of  the  Act,  if  they  are  ap¬ 
plied  to  the  marketing  area  as  proposed 
to  be  redefined  and,  if  not,  what  modifi¬ 
cations  of  the  provisions  of  the  order 
would  be  appropriate. 

The  proposed  amendments,  set  forth 
below,  have  not  received  the  approved  of 
the  Secretary  of  Agriculture. 


Proposed  by  Nebraska-Iowa  Nonstock 
Cooperative  Milk  Association: 

Proposal  No.  1.  Amend  §  1065.6,  Ne¬ 
braska-Western  Iowa  marketing  area,  by 
adding  the  territory  within  the  following 
counties  in  the  State  of  Nebraska:  Ban¬ 
ner,  Box  Butte,  Cheyenne,  Daws,  Deuel, 
Garden,  Kimball,  Morrill,  Scottsbluff, 
Sheridan,  and  Sioux. 

Proposal  No.  2.  Revise  §  1065.14(c) 
to  read  as  follows: 

§  1065.14  Producer  milk. 

•  *  *  _  *  * 

(c)  *  *  * 

(1)  Diversions  shall  be  limited  to  50 
percent  of  the  production  of  any  pro¬ 
ducer  during  the  months  of  July  through 
March,  except  that  any  excess  diversion 
of  this  volume  shall  disqualify  all  diver¬ 
sions  of  that  producer  for  such  month. 

(2)  Diversions  shall  be  permitted 
without  limit  during  the  months  of  April, 
May,  and  June  for  those  producers  who 
meet  producer  qualifications  during  the 
month  of  March. 

(3)  Renumber  (2)  as  (3). 

Proposal  No.  3.  Revise  §  1065.15(b) 
to  read  as  follows: 

§  1065.15  Other  source  milk. 

*  •  •  •  • 

(b)  Products,  other  than  fluid  milk 
products,  from  any  source  (including 
those  produced  at  the  plant)  which  are 
reprocessed  or  converted  to  another 
product  in  the  plant  during  the  month, 
and  any  disappearance  of  nonfluid  milk 
products  not  otherwise  accounted  for 
pursuant  to  §  1065.33. 

Proposal  No.  4.  Revise  §  1065.41  to 
read  as  follows: 

§  1065.41  Classes  of  utilization. 

Subject  to  the  conditions  set  forth  in 
§§  1065.43  through  1064.46  the  classes 
of  utilization  shall  be  as  follows: 

(a)  Class  I  milk.  Class  I  milk  shall 
be  all  skim  milk  and  butterfat: 

( 1 )  Disposed  of  in  the  form  of  a  fluid 
milk  product  (including  those  reconsti¬ 
tuted)  except: 

(1)  Any  product  fortified  with  added 
solids  shall  be  Class  I  in  an  amount  equal 
only  to  the  weight  of  an  equal  volume 
of  a  like  unmodified  product  of  the  same 
butterfat  content;  and 

(ii)  As  classified  pursuant  to  para¬ 
graph  (c)  (2)  and  (3)  of  this  section;  or 

(2)  Not  specifically  accounted  for  as 
Class  n  or  Class  III  utilization. 

(b)  Class  II  milk.  Class  n  milk  shall 
be  all  skim  milk  and  butterfat  used  to 
produce  cottage  cheese,  ice  cream,  and 
ice  cream  mix  (liquid  or  powder). 

(c)  Class  III  milk.  Class  HI  milk 
shall  be  all  skim  milk  and  butterfat: 

(1)  Used  to  produce  any  product  other 
than  those  products  designated  as  Class 
I  or  Class  II  pursuant  to  paragraphs  (a) 
and  (b)  of  this  section; 

(2)  Disposed  of  in  bulk  for  livestock 
feed; 

(3)  Disposed  of  in  bulk  to  a  commer¬ 
cial  food  processing  establishment  for 
use  in  food  products  prepared  for  con¬ 
sumption  off  the  premises; 

(4)  Used  to  produce  frozen  cream; 


(5)  Contained  in  inventory  of  fluid 
milk  products  on  hand  at  the  end  of 
the  month; 

(6)  The  weight  of  skim  milk  in  fluid 
milk  products  which  is  excepted  from 
Class  I  milk  pursuant  to  paragraph  (a) 
<l)(i)  of  this  section; 

(7)  In  shrinkage  of  skim  milk  and 
butterfat,  respectively,  assigned  pursu¬ 
ant  to  §  1065.42(b)  (1) ,  but  not  to  exceed 
the  following:  Two  percent  of  milk  re¬ 
ceived  directly  from  producers,  plus  one 
and  one-half  percent  of  milk  received 
from  pool  plants  of  other  handlers  in 
bulk  tank  lots,  plus  one  and  one-half 
percent  of  milk  received  from  a  coopera¬ 
tive  association  which  is  the  handler  for 
such  milk  pursuant  to  §  1065.8(d)  (ex¬ 
cept  that  if  the  handler  operating  the 
pool  plant  files  notice  with  the  market 
administrator  that  he  is  purchasing  such 
milk  on  the  basis  of  farm  weights,  the 
applicable  percentage  shall  be  two  per¬ 
cent)  ,  less  one  and  one-half  percent  of 
milk  disposed  of  in  bulk  tank  lots  to 
other  plants  (except  when  the  preceding 
exception  applies,  the  applicable  per¬ 
centage  shall  be  two  percent) ;  and 

(8)  In  shrinkage  of  other  source  milk. 

Proposal  No.  5.  Amend  §  1065.44  by 
adding  thereto  the  following: 

§  1065.44  Transfers. 

*  *  *  *  * 

(f)  As  Class  II  milk  if  transferred  or 
diverted  in  the  form  of  a  fluid  milk  prod¬ 
uct  to  a  nonpool  plant  engaged  in  the 
production  of  both  Class  II  and  Class  in 
products,  to  the  extent  Class  II  use  is 
available  in  the  transferee  plant. 

Proposal  No.  6.  Revise  §  1065.51  to 
read  as  follows: 

§  1065.51  Class  prices. 

Subject  to  the  provisions  of  §§  1065.52 
and  1065.53  the  class  prices  per  hundred¬ 
weight  shall  be  as  follows: 

(a)  Class  I  milk.  The  price  per  hun¬ 
dredweight  of  Class  I  milk  containing 
3.5  percent  butterfat  shall  be  the  basic 
formula  price  for  the  preceding  month, 
plus  $1.40. 

(b)  Class  II  milk.  The  price  per  hun¬ 
dredweight  shall  be  the  Class  III  price 
for  the  month  plus  25  cents. 

(c)  Class  III  milk.  The  price  per 
hundredweight  for  Class  m  milk  shall 
be  the  basic  formula  price. 

Proposal  No.  7.  Revise  §  1065.52  to 
read  as  follows: 

§  1065.52  Butterfat  differentials  to  han¬ 
dlers. 

If  the  average  butterfat  content  of  the 
milk  received  from  producers  classified, 
respectively,  in  the  Class  I,  Class  II  or 
Class  III  milk  for  a  handler  is  more  or 
less  than  3.5  percent,  there  shall  be 
added  to,  or  subtracted  from  the  respec¬ 
tive  class  price  computed  pursuant  to 
§  1065.51  for  each  one-tenth  of  one  per¬ 
cent  that  such  weighted  average  butter¬ 
fat  content  is  above  or  below  3.5  percent, 
a  butterfat  differential  rounded  to  the 
nearest  one-tenth  cent  computed  as 
follows: 

(a)  Class  I  milk.  Multiply  the  butter 
price  for  the  preceding  month  by  0.125; 
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(b)  Class  II  milk.  Multiply  the  butter 
price  for  the  current  month  by  0.120;  and 

(c)  Class  III  milk.  Multiply  the  but¬ 
ter  price  for  the  current  month  by  0.115. 

Proposal  No.  8.  Revise  paragraph  (a) 
of  §  1065.53  to  read  as  follows  and  add 
new  paragraphs  (c)  and  (d)  as  follows: 

§  1065.53  Location  adjustments  to  han¬ 
dlers. 

(a)  For  milk  received  from  producers 
at  a  pool  plant  (or  diverted  to  a  nonpool 
plant)  located  more  than  80  miles  by 
shortest  highway  distance  as  measured 
by  the  market  administrator,  from  the 
nearest  of  the  City  Halls  in  Chadron, 
Grand  Island,  Lincoln,  Norfolk,  North 
Platte,  Omaha,  and  Scottsbluff,  Ne¬ 
braska,  and  disposed  of  as  Class  I  milk 
or  assigned  to  Class  I  pursuant  to  para¬ 
graph  (b)  of  this  section,  the  price  com¬ 
puted  pursuant  to  §  1065.51  shall  be  re¬ 
duced  by  12  cents,  plus  1.5  cents  for  each 
10  miles  or  fraction  thereof  that  such 
distance  exceeds  90  miles. 

#  *  *  *  * 

(c)  For  milk  received  from  producers 
at  plants  located  in  Dawson,  Furnas, 
Frontier,  Gosper,  Keith,  Lincoln,  Perkins, 
and  Red  Willow  Counties  in  the  State  of 
Nebraska,  and  which  is  classified  as 
Class  I  milk,  the  price  computed  pursuant 
to  §  1065.51(a)  shall  be  increased  15 
cents. 

(d)  For  milk  received  from  producers 
at  plants  located  in  Banner,  Box  Butte, 
Cheyenne,  Dawes,  Deuel,  Garden,  Kim¬ 
ball,  Morrill,  Sheridan,  Sioux,  and 
Scottsbluff  Counties  in  the  State  of  Ne¬ 
braska  and  which  is  classified  as  Class  I 
milk,  the  price  computed  pursuant  to 
§  1065.51  (a)  shall  be  increased  40  cents. 

Proposal  No.  9.  Revise  §  1065.73  to 
read  as  follows: 

§  1065.73  Location  differentials  to  pro¬ 
ducers. 

(a)  The  applicable  uniform  prices  to 
be  paid  for  producer  milk  received  at  a 
pool  plant  shall  be  reduced  according  to 
the  location  of  the  pool  plant  at  the  rates 
set  forth  in  §  1065.53(a). 

(b)  Increased  in  the  case  of  milk  re¬ 
ceived  at  plants  located  in  Dawson, 
Pumas,  Frontier,  Gosper,  Keith,  Lincoln, 
Perkins,  and  Red  Willow  Counties  in  the 
State  of  Nebraska,  at  the  rate  set  forth 
in  §  1065.53(c). 

(c)  Increased  in  the  case  of  milk  re¬ 
ceived  at  plants  located  in  Banner,  Box 
Butte,  Cheyenne,  Dawes,  Deuel,  Garden, 
Kimball,  Morrill,  Sheridan,  Sioux,  and 
Scottsbluff  Counties  at  the  rate  set  forth 
in  §  1065.53(d). 

Proposal  No.  10.  Revise  §  1065.80 
(c)  (2)  to  read  as  follows: 

§  1065.80  Time  and  method  of  pay¬ 
ment. 

***** 

(c)  *  *  * 

(2)  On  or  before  the  14th  day  after 
the  end  of  each  month  an  amount  not 
less  than  the  value  of  such  milk  at  the 
applicable  class  prices,  less  proper  de¬ 
ductions  authorized  in  writing  by  such 
cooperative  association. 


Proposal  No.  11.  Make  such  changes 
in  §§  1065.22 (k) ,  1065.44, 1065.46, 1065.63, 
and  1065.70  as  are  necessary  to  conform 
to  amendments  contained  in  the  fore¬ 
going  proposals. 

Proposed  by  the  Milk  Marketing 
Orders  Division,  Agricultural  Marketing 
Service: 

Proposal  No.  12.  Make  such  changes 
as  may  be  necessary  to  make  the  entire 
marketing  agreement  and  the  order  con¬ 
form  with  any  amendments  thereto  that 
may  result  from  this  hearing. 

Copies  of  this  notice  of  hearing  and  the 
order  may  be  procured  from  the  Market 
Administrator,  Wayne  McPherren,  120 
Building,  120  North  69th  Street,  Omaha, 
Nebr.,  68132,  or  from  the  Hearing  Clerk, 
Room  112-A,  Administration  Building, 
U.S.  Department  of  Agriculture,  Wash¬ 
ington,  D.C.,  20250,  or  may  be  there 
inspected. 

Signed  at  Washington,  D.C.,  on  July 
15, 1964. 

Clarence  H.  Girard, 

Deputy  Administrator, 
Agricultural  Marketing  Service. 

[F.R.  Doc.  64-7204;  Filed,  July  20,  1964; 

8:48  a.m.] 

DEPARTMENT  OF  HEALTH,  EDU¬ 
CATION,  AND  WELFARE 

Food  and  Drug  Administration 
[  21  CFR  Part  5  1 
WRAPPED  BANANA  CLUSTERS 

Proposed  Exemption  From  Certain 
Labeling  Requirements 

For  many  years  it  was  the  practice  to 
sell  at  the  retail  level  unwrapped  clusters 
of  bananas  which  were  weighed  and 
priced  at  the  time  of  sale.  For  the  past 
several  years,  the  practice  has  been  de¬ 
veloping  to  package  clusters  of  bananas 
in  master  cartons  of  uniform  weight  at 
the  point  of  production  for  subsequent 
delivery  to  the  retail  level.  The  in¬ 
dividual  clusters  packed  into  master 
cartons  vary  substantially  in  the  number 
of  bananas  per  cluster  and  weight  per 
cluster.  A  more  recent  development  has 
been  the  wrapping  of  individual  clusters 
prior  to  packing  into  the  master  carton, 
which  constitutes  consumer-sized  units 
for  retail  sale. 

Representatives  of  the  banana  in¬ 
dustry,  in  the  light  of  these  develop¬ 
ments,  have  requested  the  Commissioner 
to  reconsider  §  3.204  Net  weight  state¬ 
ment  on  foods  in  package  form  that  may 
be  weighed  at  time  of  retail  sale,  pub¬ 
lished  in  the  Federal  Register  of  De¬ 
cember  4,  1962  (27  F.R.  11943),  as  it 
relates  to  wrapped  bananas,  and  have 
requested  that  a  special  exempting  regu¬ 
lation  be  issued  with  respect  to  net- 
weight  declarations  on  wrapped  bananas. 

The  industry,  as  a  part  of  its  request, 
supplied  data  about  the  past  and  current 
trade  practices  in  the  marketing  of 
wrapped  bananas.  Acting  on  this  and 
other  information,  the  Commissioner  of 
Food  and  Drugs  has  concluded  that  it 


will  facilitate  marketing  and  will  be  in 
the  interest  of  consumers  to  add  a  special 
exempting  provision,  with  respect  to 
bananas  to  the  regulations  implementing 
section  405  of  the  Federal  Food,  Drug, 
and  Cosmetic  Act.  Therefore,  the  Com¬ 
missioner,  under  the  authority  provided 
in  the  Federal  Food,  Drug,  and  Cosmetic 
Act  (secs.  403(e)  (2) ,  405,  701(a) ,  52  Stat. 
1046  as  amended,  1049,  1055;  21  U.S.C. 
343(e)  (2) ,  345,  371(a) ) ,  and  delegated  to 
him  by  the  Secretary  of  Health,  Educa¬ 
tion,  and  Welfare  (21  CFR  2.90;  29  F.R. 
471),  proppses  to  issue  the  following 
regulation: 

§  5.8  Bananas,  wrapped  clusters  and 
consumer  units. 

(a)  Wrapped  clusters  (or  consumer 
units)  of  bananas  of  nonuniform  weight 
intended  to  be  unpacked  from  a  master 
carton  or  container  and  weighed  at  the 
point  of  retail  sale  in  an  establishment 
other  than  that  where  originally  packed 
shall  be  exempt  from  the  requirements  of 
section  403(e)  (2)  of  the  act  during  in¬ 
troduction  and  movement  in  interstate 
commerce  and  while  held  for  sale  prior 
to  weighing:  Provided,  That: 

(1)  The  master  carton  or  container 
bears  a  label  declaration  of  the  total 
net  weight;  and  - 

(2)  The  individual  packages  bear  a 
conspicuous  statement  “To  be  weighed 
at  the  time  of  sale”  and  a  correct  state¬ 
ment  setting  forth  the  weight  of  the 
wrapper;  and 

Provided  further,  That  it  is  the  practice 
of  the  retail  establishment  to  weigh  the 
individual  packages  either  prior  to  or  at 
the  time  of  retail  sale. 

(b)  The  act  of  delivering  the  wrapped 
clusters  (or  consumer  units)  during  the 
retail  sale  without  an  accurate  net 
weight  statement  or  alternatively  with¬ 
out  weighing  at  the  time  of  sale  shall 
be  deemed  an  act  which  results  in  the 
product’s  being  misbranded  while  held 
for  sale.  Nothing  in  this  paragraph  shall 
be  construed  as  requiring  net-weight 
statements  for  clusters  (or  consumer 
units)  delivered  into  institutional  trade, 
provided  that  the  master  container  or 
carton  bears  the  required  information. 

Note.  When  final  action  Is  taken  on  this 
proposal,  the  text  of  §§  1.13  and  1.14  of  this 
chapter  will  be  recoded  as  Part  6. 

All  interested  persons  are  invited  to 
present  their  views  in  writing  regarding 
the  proposal  published  in  this  notice. 
Such  views  and  comments  should  be  sub¬ 
mitted,  preferably  in  quintuplicate,  ad¬ 
dressed  to  the  Hearing  Clerk,  Depart¬ 
ment  of  Health,  Education,  and  Walfare 
Room  5440,  330  Independence  Avenue 
SW.,  Washington,  D.C.,  20201,  within  30 
days  following  the  date  of  publication 
of  this  notice  in  the  Federal  Register. 
Such  views  and  comments  may  be  ac¬ 
companied  by  a  memorandum  or  brief  in 
support  thereof. 

Dated:  July  14,  1964. 

John  L.  Harvey, 
Deputy  Commissioner 
of  Food  and  Drugs. 

[F.R.  Doc.  64-7216;  Filed,  July  20,  1964; 
8:49  a.m.] 
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PROPOSED  RULE  MAKING 


[  21  CFR  Parts  8,  120,  121  1 

ORTHOARSENIC  ACID;  COTTONSEED 
FLOUR 

Proposed  Color  Additives,  Food  Addi¬ 
tives,  and  Pesticide  Chemicals 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
408(d)(1),  68  Stat.  512;  21  U.S.C.  346 
a(d)  (1) ) ,  notice  is  given  that  a  petition 
(PP  420)  has  been  filed  by  the  Arsenic 
Industry  Committee,  care  of  Errol  H. 
Karr,  Chairman,  P.O.  Box  1297,  Tacoma, 
Washington,  proposing  the  establishment 
of  a  tolerance  of  4  parts  per  million  for 
residues  of  orthoarsenic  acid,  expressed 
as  As*Ot  in  or  on  raw  cottonseed,  result¬ 
ing  from  the  use  of  this  pesticide  as  a 
defoliant.  The  analytical  methods  pro¬ 
posed  in  the  petition  for  determining 
residues  of  orthoarsenic  acid  are  those 
in  the  Official  Methods  of  Analysis  of 
the  Association  of  Official  Agricultural 
Chemists,  Ninth  Edition  (1960),  and  in 
the  Journal  of  the  Association  of  Official 
Agricultural  Chemists,  Volume  40,  page 
65  (1957).  In  addition,  a  method  in¬ 
volving  neutron  activation  is  proposed. 

If  the  tolerance  for  this  pesticide 
chemical  is  granted  under  section  408 
of  the  Federal  Food,  Drug,  and  Cosmetic 
Act,  consideration  must  also  be  given  to 
the  possible  effect  such  a  regulation 
might  have  on  the  color  additive  and 
food  additive  provisions  of  the  law. 
Data  in  the  pesticide  petition  and  else¬ 
where  available  to  the  Commissioner  of 
Food  and  Drugs  show  that  the  proposed 
use  will  result  in  no  residues  of  ortho¬ 
arsenic  acid  in  cottonseed  oil  and  that 
residues  in  cottonseed  meal  and  cotton¬ 
seed  hulls  used  for  animal  feed  will  be 
not  greater  than  the  proposed  tolerance 
for  cottonseed.  The  data  also  show  that 
the  feeding  to  cattle  of  cottonseed  meal 
and  cottonseed  hulls  from  cotton  treated 
with  this  defoliant  does  not  result  in 
residues  in  meat  or  milk.  The  data  show 
that  feeding  this  cottonseed  meal  to 
poultry  will  not  result  in  residues  of 
arsenic  in  eggs  or  meat  from  such  poul¬ 
try.  Adequate  data  are  not  available  for 
a  conclusion  that  residues  of  orthoar¬ 
senic  acid  in  cottonseed  flour  for  human 
consumption  manufactured  from  seed 
of  cotton  treated  with  this  defoliant  are 

6. 

The  specification  of  1  part  per  million 
for  arsenic  in  cottonseed  flour  in  §  8.315 
was  not  intended  to  permit  any  addition 
of  arsenic  in  the  production  of  the  color 
additive.  Data  show  that  the  level  of 
1  part  per  million  is  higher  than  needed 
and  that  the  naturally  present  arsenic 
background  in  cottonseed  flour  from  un¬ 
treated  cotton  will  not  exceed  0.2  part  per 
million. 

The  Commissioner  finds  that  the  pro¬ 
posed  tolerance  on  cottonseed  is  safe 
since  it  involves  no  added  arsenic  in  food 
for  human  use  and  will  cause  no  injury 
to  animals. 

Therefore,  the  following  actions  are 
proposed  by  the  Commissioner,  pursuant 
to  the  authority  provided  in  the  law 


(secs.  408(b),  409(d),  706(d),  68  Stat. 
511,  72  Stat  1787,  74  Stat  402  ;  21  U.S.C. 
346a (b) ,  348(d),  376(d) ),  and  delegated 
to  the  Commissioner  by  the  Secretary 
of  Health,  Education,  and  Welfare  (21 
CFR  2.90;  29  FJt.  471) : 

§  8.315  [Amended] 

1.  It  is  proposed  to  amend  §  8.315 
Toasted  partially  defatted  cooked  cot¬ 
tonseed  flour  (21  CFR  8.315  (29  F.R. 
1801)),  by  changing  the  item  “Arsenic 
*  *  *”  in  paragraph  (b)  Specifications 
to  read  as  follows: 

Arsenic :  It  contains  no  added  arsenic 
compound  and  therefore  may  not  exceed  a 
maximum  natural  background  level  of  0.2 
part  per  million  total  arsenic,  calculated  as 
As.  Cottonseed  from  orthoarsenic  acid- 
treated  cotton  should  not  be  used  for  the 
manufacture  of  cottonseed  flour  since  it 
would  result  in  the  addition  of  arsenic  to 
the  food. 

2.  It  is  proposed  to  amend  Part  120 
by  adding  to  Subpart  C  the  following 
new  section: 

§  120. -  Orthoarsenic  acid. 

A  tolerance  of  4  parts  per  million  of 
combined  AsOa  is  established  for  resi¬ 
dues  of  the  defoliant  orthoarsenic  acid 
in  or  on  the  raw  agricultural  commodity 
cottonseed.  Cottonseed  from  orthoar¬ 
senic  acid-defoliated  cotton  within  this 
tolerance  is  suitable  for  use  in  the  man¬ 
ufacture  of  cottonseed  oil  for  human 
food  and  cottonseed  meal  for  animal 
feed,  but  not  for  use  in  the  manufacture 
of  cottonseed  flour  or  similar  products 
for  human  use. 

3.  It  is  proposed  to  amend  §  121.1019 
(a)  to  read: 

§  121.1019  Partially  defatted,  cooked 
cottonseed  flour  or  similar  products 
derived  from  cottonseed  intended  for 
human  consumption. 
***** 

(a)  The  additive  is  derived  from  de¬ 
corticated,  partially  defatted,  cooked, 
ground  cottonseed  kernels  prepared  so 
as  to  meet  the  following  specifications: 

(1)  Free  gossypol  content  not  to  ex¬ 
ceed  450  parts  per  million  (0.045  percent 
by  weight) . 

(2)  It  contains  no  added  arsenic  com¬ 
pound  and  therefore  may  not  exceed  a 
maximum  natural  background  level  of 
0.2  part  per  million  total  arsenic,  calcu¬ 
lated  as  As.  Cottonseed  from  ortho¬ 
arsenic  acid-treated  cotton  of  cottonseed 
used  for  the  manufacture  of  cottonseed 
flour  or  similar  products  for  human  con¬ 
sumption  since  it  would  result  in  the 
addition  of  arsenic  to  the  food. 

Any  interested  person  may,  within  30 
days  from  the  date  of  publication  of  this 
notice  in  the  Federal  Register,  file  with 
the  Hearing  Clerk,  Department  of 
Health,  Education,  and  Welfare,  Room 
5440,  330  Independence  Avenue  SW., 
Washington,  D.C.,  20201,  written  com¬ 
ments,  preferably  in  quintuplicate,  on 
this  proposal.  Comments  may  be  ac¬ 


companied  by  a  memorandum  or  brief  in 
support  thereof. 

Dated:  July  14, 1964. 

John  L.  Harvey, 
Deputy  Commissioner 
of  Food  and  Drugs. 

[F.R.  Doc,  64-7217;  Filed,  July  29,  1964; 
8:49  a.m.] 


FEDERAL  COMMUNICATIONS 
COMMISSION 

[  47  CFR  Part  73  1 

[Docket  No.  15405] 

AURAL  AND  VISUAL  TRANSMITTERS 

Order  Extending  Time  for  Filing 
Comments 

In  the  matter  of  amendment  of 
§  73.682  of  the  Commission  rules  and 
regulations  to  specify  that  the  effective 
radiated  power  of  the  aural  transmitter 
shall  not  be  less  than  10  percent  nor 
more  than  20  percent  of  the  peak  radi¬ 
ated  power  of  the  visual  transmitter; 
Docket  No.  15405. 

1.  The  Electronic  Industries  Associa¬ 
tion  (EIA)  on  behalf  of  its  Consumer 
Products  Division  has  on  July  10,  1964, 
requested  an  extension  of  time  for  filing 
comments  from  July  10,  1964,  to  August 
25,  1964.  The  EIA  states  that  a  compila¬ 
tion  of  the  results  of  recent  tests  by  its 
manufacturers,  which  is  necessary  for  it 
to  fully  document  its  comments,  was  de¬ 
layed  by  the  vacation  period  of  its  manu¬ 
facturers  during  the  month  of  July;  also 
that  it  hopes  to  coordinate  its  comments 
in  this  docket  with  Subcommittee  No.  1 
(Technical  Development)  of  the  Com¬ 
mittee  for  Full  Development  of  All  Chan¬ 
nel  Broadcasting  which  meets  on  July  13, 
1964,  and  will  have  this  docket  as  an 
important  matter  on  its  agenda. 

2.  In  view  of  the  foregoing,  and  the 
Commission’s  desire  to  benefit  from  all 
possible  information  that  may  be  made 
available,  it  is  believed  that  there  is  good 
cause  for  the  requested  extension  of  time 
and  that  the  request  should  be  granted. 

3.  Accordingly,  it  is  ordered.  This  13th 
day  of  July  1964,  that  the  request  of  the 
Electronic  Industries  Association  is 
granted,  and  that  the  time  for  filing  com¬ 
ments  in  this  proceeding  is  extended 
from  July  10,  1964,  to  August  25,  1964; 
also  that  the  time  for  filing  of  reply  com¬ 
ments  is  extended  from  July  25,  1964,  to 
September  11, 1964. 

4.  This  action  is  taken  pursuant  to  au¬ 
thority  found  in  sections  5(d)(1),  4(i) 
and  303  (r)  of  the  Communications  Act  of 
1934,  as  amended,  and  §  0.281(d)  (8)  of 
the  Commission’s  rules. 

Released:  July  15, 1964. 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Secretary. 

[F.R.  Doc.  64-7225;  Filed,  July  20,  1964; 
8:51  a.m.] 


DEPARTMENT  OF  STATE 

[Public  Notice  235] 

[Delegation  of  Authority  23-G-3] 

PROCUREMENT  TRANSACTIONS 

Amendment  of  Delegation  of 
Authority 

By  virtue  of  the  authority  delegated 
to  me  by  Department  of  State  Delega¬ 
tions  of  Authority  Nos.  105  of  August  14, 
1962,  and  23-G  of  July  6,  1962,  as 
amended,  and  otherwise,  I  hereby  dele¬ 
gate  to  the  officials  of  the  Bureau  of 
Educational  and  Cultural  Affairs  listed 
below  (and  to  any  official  legally  desig¬ 
nated  to  act  for  one  of  those  listed,  dur¬ 
ing  the  absence  or  incapacity  of  the 
latter)  authority  to  negotiate  and  exe¬ 
cute  contracts,  purchases,  and  grants, 
to  sign  and  issue  purchase  orders,  con¬ 
tracts,  grants,  and  certificates  of  award 
in  connection  therewith,  and  to  use  the 
procurement  procedures  contained  in 
title  III  of  Public  Law  152,  81st  Congress 
(63  Stat.  377),  as  amended,  subject  to 
the  specific  limitations  indicated  below. 
The  authority  hereby  delegated  is  sub¬ 
ject  to  all  other  applicable  provisions  of 
law  and  to  all  instructions,  regulations 
and  directives  which  are  now  in  effect  or 
which  may  be  issued  hereafter  by  the 
Department  of  State  or  by  any  other 
Government  agency  of  competent  juris¬ 
diction,  governing  such  functions. 

Executive  Director. 

Deputy  Executive  Director., 

Chief,  Financial  Management  Division. 

Chief,  Contracts  and  Transportation  Branch. 

Limitations:  Transactions  chargeable 
to  funds  available  in  the  appropriation 
“Mutual  Educational  and  Cultural  Ex¬ 
change  Activities”  (for  FY  1962  and  prior 
years,  “International  Educational  Ex¬ 
change  Activities”  and  “International 
Educational  Exchange  Activities  (Special 
Foreign  Currency  Program)  ”)  and  in  the 
appropriation  “Center  for  Cultural  and 
Technical  Interchange  Between  East  and 
West”,  or  other  funds  available  to  the 
Department  for  international  educa¬ 
tional  and  cultural  activities. 

Dated:  June  1, 1964. 

Lucius  D.  Battle, 
Assistant  Secretary  for 
Educational  and  Cultural  Affairs. 

[F.R.  Doc.  64-7186;  Filed;  July  20,  1964; 

8:46  a.m.] 

Agency  for  International  Development 

[AFR  Delegation  of  Authority  62] 

DIRECTOR  OF  REGIONAL  USAID  FOR 

AFRICA 

Delegation  of  Authority 

Pursuant  to  the  authority  delegated 
to  me  as  Assistant  Administrator  for 
Africa  under  Delegation  of  Authority  No. 
45,  from  the  Administrator  of  the  Agency 


Notices 


for  International  Development,  dated 
June  27,  1964,  I  hereby  to  the  extent 
consistent  with  law  redelegate  to  the 
Director  of  the  Regional  USAID  for 
Africa,  located  in  Washington,  D.C.,  with 
respect  to  the  administration  of  the 
foreign  assistance  program  for  Senegal, 
Mauritania,  Central  African  Republic, 
and  Gabon,  the  authorities  delegated 
to  Directors  of  Missions  of  the  Agency 
for  International  Development  (A.I.D.) 
in  the  following  delegations  of  authority, 
subject  to  the  limitations  applicable  to 
the  exercise  of  such  authorities  by  A.I.D. 
Mission  Directors: 

(1)  Unpublished  Delegation  of  Au¬ 
thority  of  January  10, 1955 ; 

(2)  Delegation  of  Authority  of  No¬ 
vember  26,  1954  as  amended  (19  F.R. 
8049)  ; 

(3)  Paragraphs  4  and  5  of  Delegation 
of  Authority  of  September  28,  1960  (25 
F.R.  9927) . 

In  addition  to  the  foregoing,  there  is 
hereby  delegated  to  the  aforesaid  official 
the  authorities  delegated  to  A.I.D.  Mis¬ 
sion  Directors  in  A.I.D.  manual  orders, 
regulations  (published  or  otherwise) 
policy  directives,  policy  determinations, 
memoranda  and  other  instructions  as 
they  may  be  amended,  supplemented,  or 
superseded  from  time  to  time. 

This  delegation  of  authority  shall  be 
effective  July  1, 1964. 

Herman  Kleine, 

Acting  Assistant  Administrator 
for  Africa. 

June  30, 1964. 

[F.R.  Doc.  64-7178;  Filed,  July  20,  1964; 

8:46  a.m.] 


DEPARTMENT  OF  THE  TREASURY 

[Order  67  (Rev.  4)  ] 

Internal  Revenue  Service 
ACTING  COMMISSIONER 

Delegation  of  Authority  Regarding 
Signature 

Pursuant  to  authority  vested  in  me  by 
Treasury  Department  Order  No.  150-61, 
all  outstanding  authorizations  to  sign  the 
name  of,  or  on  behalf  of,  Mortimer  M. 
Caplin,  Commissioner  of  Internal  Rev¬ 
enue,  are  hereby  amended  to  authorize 
the  signing  of  the  name  of,  or  on  be¬ 
half  of,  Bertrand  M.  Harding,  Acting 
Commissioner  of  Internal  Revenue,  ef¬ 
fective  12:01  a.m.,  July  11,  1964. 

This  order  supersedes  Delegation 
Order  No.  67  (Rev.  3) ,  issued  February  7, 
1961. 

Date  of  issuance:  July  11, 1964. 

Effective  date:  July  11, 1964. 

[seal]  Bertrand  M.  Harding, 

Acting  Commissioner. 

[F.R.  Doc.  64-7193;  Filed,  July  20,  1964; 
8:48  a.m.] 


DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 

[Classification  Order  65-1] 

ALASKA 

Small  Tract  Classification 

July  10, 1964. 

1.  Pursuant  to  the  authority  dele¬ 
gated  to  me  by  Bureau  Order  684,  dated 
August  28,  1961  (26  F.R.  6215),  as 
amended  by  the  Alaska  State  Director 
in  Delegation  of  Authority  (F.R.  Doc. 
64-2127)  dated  March  4,  1964,  I  hereby 
classify  the  following  described  lands 
totaling  360  acres  as  suitable  for  direct 
sale  by  public  auction  under  the  Small 
Tract  Act  of  June  1,  1938  (52  Stat.  609; 
43  U.S.C.  682a)  as  amended.  This  classi¬ 
fication  is  subject  to  existing  valid 
rights. 

Bethel  Area 

Beginning  at  Corner  No.  2,  U.S.  Survey 
4000;  thence  S.  24*33'  E.,  31.66  chains;  S. 
42-56'  E„  21.96  chains;  S.  16°00'  W.,  5.00 
chains;  S.  0°26'  W.,  16.42  chains;  N.  79*55' 
W.,  43.34  chains;  S.  85*01'  W.,  42.68  chains; 
N.  66“30'  W„  22.71  chains;  S.  23°30'  W.,  11.11 
chains;  N.  66*30'  W..  22.72  chains;  N.  23°30' 
E.,  82.10  chains;  S.  61*50'  E.,  32.72  chains; 
S.  87°04'  E.,  36.61  chains  to  the  point  of 
beginning  (lands  within  what  will  be  when 
surveyed  U.S.  Survey  4117) . 

Containing  approximately  360  acres. 

2.  Classification  of  the  above- 
described  lands  by  this  order  segregates 
them  from  all  appropriations  except  to 
applications  under  the  mineral  leasing 
laws  and  to  selections  by  the  State  of 
Alaska  in  accordance  with  and  subject  to 
the  limitations  and  requirements  of  the 
Act  of  July  28,  1956  (70  Stat.  709;  48 
U.S.C.  46-3b),  and  section  6(g)  of  the 
Alaska  Statehood  Act  of  July  7,  1958 
(72  Stat.  339). 

3.  Vacant  unappropriated  and  unre¬ 
served  lands  within  the  description  con¬ 
tained  in  paragraph  1  will  be  offered  for 
sale  at  public  auction.  The  time,  place 
and  manner  of  this  sale  will  be  an¬ 
nounced  by  an  authorized  officer  of  the 
Bureau  of  Land  Management. 

Ross  A.  Youngblood, 
District  Manager. 

[F.R.  Doc.  64-7195;  FUed,  July  20,  1964; 

8:48  a.m.] 


COLORADO 

Filing  of  Colorado  Protraction 
Diagrams 

Notice  is  hereby  given  that  effective 
August  17,  1964,  the  following  approved 
protraction  diagrams  are  officially  filed 
of  record  in  the  Colorado  Land. Office. 
In  accordance  with  Title  43  CFR,  these 
protractions  will  become  the  basic  record 
for  describing  the  land  for  all  authorized 
purposes  at  and  after  10:00  a.m.  on  the 
above  effective  date.  Until  this  date  and 
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time,  the  diagrams  have  been  placed  in 
the  open  files  and  are  available  to  the 
public  for  information  only. 

Colorado  Protraction  Diagram  No.  11 

SIXTH  PRINCIPAL  MERIDIAN 

(Approved  Feb.  7, 1964) 

T.  7  S..  R.  86  W., 

Secs.  1  through  24; 

Sec.  25:  N%; 

Sec.  26:  N^; 

Secs.  27  through  33. 

T.  9  S.,  R.  88  W., 

Sec.  4;  SWV4; 

Secs.  5  through  8; 

Sec.  9:  wy2; 

Sec.  10:  NE%,SV4;. 

Secs.  11, 13  through  15; 

Sec.  16;  NW y4; 

Secs.  17  through  19; 

Sec.  20;  W»/2; 

Sec.  21:  Ey2; 

Secs.  22  through  26; 

Sec.  27;  Ny2,  SEy4; 

Sec.  28:  NEy4; 

Sec.  29:  wy2; 

Secs.  30,  31; 

Sec.  32:  NWy4,S^; 

Secs.  35, 36. 

T.  10  S.,  R.  86  W., 

Secs.  19  through  36. 

T.  10  S.,  R.  87  W.. 

Secs.  1  through  5; 

Secs.  8  through  17; 

Secs.  20  through  29; 

Secs.  31  through  36. 

Colorado  Protraction  Diagram  No.  14 

SIXTH  PRINCIPAL  MERIDIAN 

(Approved  Feb.  7, 1964) 

T.  11  S..  R.  87  W. 

T.  11  S..R.  88  W., 

Secs.  1  through  3; 

Sec.  9:  NEft; 

Sec.  10:  NV£.SEV4; 

Secs.  11, 12: 

Sec.  15:  NE&; 

Secs.  30  through  35. 

T.  11  S.,  R.  89  W.. 

Sec. 36. 

T.  12  S..  R.  87  W. 

T.  12  S.,  R.  88  W., 

Secs.  2  through  4; 

Sec.  6:  W%; 

Sec.  7:  wy2; 

Secs.  9, 10, 11, 18. 

T.  13  S.,  R.  87  W. 

T.  13  S..  R.  88  W., 

Secs.  3, 4; 

Sec.  5:  S&; 

Secs.  8  through  10; 

Sec.  16:  N&; 

Sec.  17:  N»/2. 

T.  14  S.,  R.  88  W. 

T.  14  S.,  R.  89  W., 

Secs.  16  through  21; 

Secs.  28  through  32. 

T.  15S..R.  87  W„ 

Secs.  4  through  8; 

Sec.  9:  W%; 

Secs.  16  through  21; 

Secs.  28  through  33. 

T.  15  S..  R.  88  W. 

T.  15  S„  R.  90  W. 

Colorado  Protraction  Diagram  No.  17 
NEW  MEXICO  PRINCIPAL  MERIDIAN 
(Approved  July  5, 1963) 

T.  50N..R.  5W., 

Secs.  1  through  6; 

Sec.  7:  N%; 

Sec.  8:  Ny2; 

Sec.  9:  Nft; 

Sec.  10:  Ny,; 

Sec.  11:  N»4; 

Sec.  12:  N%. 


T.  51  N.,  R.  2  W., 

Secs.  7  through  18; 

Sec.  19:  Ny2; 

Sec.  20:  NV4; 

Sec.  21:  N%; 

Sec.  22:  Ny2; 

Sec.  23:  Ny2; 

Sec.24:Ny2. 

T.  51  N.t  R.  3  W„ 

Secs.  7  through  36. 

T.  51  N.,  R.  4  W., 

Secs.  7  through  36. 

T.  51  N.,  R.  5  W„ 

Secs.  7  through  36. 

Colorado  Protraction  Diagram  No.  18 

NEW  MEXICO  PRINCIPAL  MERIDIAN 

(Approved  July  5, 1963) 

T.  49  N..  R.  18  W., 

Sec.  3:  SW*/4; 

Sec.  4; 

Sec.  5:  E%; 

Secs.  6,  7; 

Sec.  8:  SWi/4; 

Sec.  9:  NEi4; 

Sec.  10:  NWV4; 

Secs.  16  through  21; 

Sec.  22:  Wy2; 

Secs.  27  through  34. 

T.  49  N.,  R.  19  W., 

Secs.  1  through  6; 

Secs.  10  through  15; 

Secs.  22  through  26; 

Sec.  27:  N%; 

Sec.  36. 

T.  49  N.,  R.  20  W., 

Secs.  1,  2; 

Secs.  11  through  14; 

Secs.  23  through  26; 

Sec.  35; 

Sec.  36:  NW>/4. 

T.  50  N.,  R.  18  W., 

Secs.  4  through  9; 

Secs.  16  through  18; 

Sec.  19:  Ny2,SEVi; 

Secs.  20, 21,  29; 

Sec.  30:  E14; 

Sec.  31:  SWy4; 

Sec.  32:  Ny2,SE^. 

T.  50  N.,  R.  19  W., 

Secs.  3, 4, 10, 11, 14, 15; 

Sec.  22:  E»/2; 

Secs.  23,  25, 26; 

Sec.  27:  Ey2; 

Secs.  31,  32; 

Sec.  33:  Sy2; 

Secs.  34  through  36. 

T.  50  N.,  R.  20  W., 

Secs.  35,  36. 

T.  51  N.,  R.  17  W., 

Secs.  8,  9, 16.  17,  20,  21. 

T.  51  N.,  R.  18  W., 

Secs.  7,  8, 9,  10; 

Sec.  16:  N%; 

Sec.  17:  Nya; 

Sec.  18; 

Sec.  19:  NWV4- 
T.  61  N..  R.  19  W.. 

Secs.  7, 8,  9, 10,  parts  of; 

Sec.  13:  SVfe; 

Sec.  14:  SEft; 

Sec.  15:  NW>/4NWy4,  parts  of; 

Sec.  16:  N^NE^,  parts  of; 

Sec.  17:  NW&; 

Secs.  18  through  20; 

Sec.  23:  E%; 

Secs.  24,  25; 

Secs.  27  through  34; 

Sec.  36. 

T.  51  N.,  R.  20  W., 

Secs.  11  through  14; 

Secs.  23  through  26,  36. 

Colorado  Protraction  Diagram  No.  19 

NEW  MEXICO  PRINCIPAL  MERIDIAN 

(Approved  July  5, 1963) 

T.  46  N.,  R.  19  W.. 

Secs.  1  through  26; 


Sec.  27:  Ny2,E%SWV4,  SEV4; 

Sec.  29:  N&,  SWft.  W^SE^; 

Secs.  30, 31; 

Sec.  32:  Wft,  W%Ey2; 

Sec.  34:  Eyfe,  E^NWy*.  SWft; 

Secs.  35,  36. 

T.  46  N„  R.  20  W.. 

Secs.  1, 2, 3; 

Secs.  10  through  15; 

Secs.  23  through  26; 

Secs.  35, 36. 

T.  47  N„  R.  20  W„ 

Secs.  2, 3, 10, 11,  15,22; 

Sec.  13:  sy2; 

Sec.  14:  S%; 

Sec.  23:  Ny2; 

Sec.  24:  Ny2. 

T.  48  N„  R.  19  W., 

Secs.  1  through  5; 

Sec.  6:  Ny2,  SWV4; 

Sec.  7:  NWy4; 

Sec.  9:  sy2; 

Sec.  10:  N»/2; 

Sec.  11:  Ny2,SEi4; 

Sec.  12:  SV£; 

Sec.  13; 

Sec.  14:  NE14; 

Sec.  16:Ny2; 

Sec.  18:  SWV4; 

Sec.  19:  W%,  SEV4; 

24* 

Sec.  25’:  Ny2,  SE%; 

Sec.  30; 

Sec.  31:  Ny&.SWft. 

Copies  of  all  diagrams  are  for  sale  at 
the  Colorado  Land  Office,  Bureau  of  Land 
Management,  Insurance  Exchange 
Building,  910  15th  Street  Denver,  Colo., 
80202. 

W.  F.  Meek, 

Land  Office  Manager. 

[F.R.  Doc.  64-7196;  Filed,  July  20,  1964; 
8:48  a.m.] 


COLORADO 

Notice  of  Proposed  Withdrawal  and 
Reservation  of  Lands 

July  13, 1964. 

The  United  States  Forest  Service  of 
the  Department  of  Agriculture  has  filed 
an  application.  Serial  Number  Colorado 
0123127,  for  the  withdrawal  from  loca¬ 
tion  and  entry  under  the  General  Mining 
Laws,  subject  to  existing  valid  claims, 
certain  public  lands  in  the  sections  and 
townships  described  below. 

The  applicant  desires  the  land  for  use 
as  public  recreation  and  forest  adminis¬ 
tration  areas,  located  in  the  Gunnison, 
Rio  Grande,  San  Juan,  and  White  River 
National  Forests.  The  specific  areas 
are: 

Mysterious  Lake  Campground. 

Spring  Creek  Reservoir  Recreation  Area. 
Black  Mesa  Experimental  Forest  and  Range 
(addition) . 

Mogate  Campground. 

South  Conejos  Campground. 

Terrace  Reservoir  Campground. 

Hermit  Lakes  V.I.S. 

Natural  Arch  Picnic  Ground. 

North  Crestone  Campground.  * 

Poncha  Pass  Campground. 

Colorado  Highway  No.  149  Roadzone  Zone. 
Colorado  Highway  No.  114  Roadside  Zone. 
U.S.  Highway  No.  160  Roadside  Zone. 

Blanco  River  Campground. 

Blanco  Picnic  Ground. 

Devil  Creek  Camp  and  Picnic  Ground. 

San  Juan  Campground. 

Wallace  Lake  Picnic  Ground. 

Junction  Creek  Picnic  Ground  (addition) . 
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Transfer  Park  Campground  (addition}. 

Niger  Draw  Campground. 

Horse  Campground. 

East  Hamosa  Campground. 

Montelores  Campground. 

McPhee  Park  Camp  and  Picnic  Ground. 

Pish  Creek  Campground. 

Bar  HL  Ranger  Station  and  Administrative 

Site. 

Lily  Lake  Ranger  Station  and  Administrative 
Site. 

Lost  Man  Ranger  Station  and  Administrative 
Site  and  Lost  Man  Campground. 

Piney  Ranger  Station  and  Administrative 
Site. 

French  Creek  Powder  Cache  Site. 

Thompson  Creek  Ranger  Station  and  Admin¬ 
istrative  Site. 

State  Highway  133  Roadside  Zone. 

For  a  period  of  thirty  days  from  the 
date  of  publication  of  this  notice,  all 
persons  who  wish  to  submit  comments, 
suggestions,  or  objections  in  connection 
with  the  proposed  withdrawal  may  pre¬ 
sent  their  views  in  writing  to  the  Land 
Office  Manager,  Bureau  of  Land  Manage¬ 
ment,  Department  of  the  Interior,  Colo¬ 
rado  Land  Office,  insurance  Exchange 
Building,  910  15th  Street,  Denver,  Colo¬ 
rado,  80202. 

If  circumstances  warrant  it,  a  public 
hearing  will  be  held  at  a  convenient  time 
and  place,  which  will  be  announced. 

The  determination  of  the  Secretary  on 
the  application  will  be  published  in  the 
Federal  Register.  A  separate  notice 
will  be  sent  to  each  interested  party  of 
record. 

The  lands  affected  are : 

Sixth  Principal  Meridian,  Colorado 

GUNNISON  NATIONAL  FOREST 

T.  13  S.,  R.  83  W., 

In  Secs.  17  and  31. 

T.  13  S.,  R.  84  W„ 

In  Sec.  36.  » 

T.  14  8.,  R.  83  W.. 

In  Secs.  6  and  7. 

T.  14  S.,  R.  84  W., 

In  Sec.  1. 

New  Mexico  Principal  Meridian,  Colorado 

GUNNISON  NATIONAL  FOREST 

T.49N..R.  5W., 

In  Secs.  8, 17,  and  18. 

New  Mexico  Principal  Meridian,  Colorado 

RIO  GRANDE  NATIONAL  FOREST 

July  20, 1964 
T.  33  N..R.7E., 

In  secs.  29,  32,  and  33. 

T.35N.,  R.4y2  E.. 

In  sec.  36. 

T.36N.,  R.  6  E., 

In  sec.  22. 

T.  41  N„  R.  3  W.. 

In  sec.  2. 

T.  41  N„  R.  5  E„ 

In  sec.  12. 

T.  44  N.,  R.  12  E., 

In  secs.  31  and  32. 

T.  48  N„  R.  8  E., 

In  secs.  17  and  20. 

T.  40  N.,  R.  2  E., 

Insecs.  2, 3,4,  and  12. 

T.  40  N.,  R.4E., 

In  secs.  18, 19,  and  20. 

T-41  N„  R.  1  E., 

In  secs.  6,  9,25,  26,  36. 

T-  41  N.,  R.  2  E., 

In  secs.  30, 32,  and  33. 

T-  45  N.,  R.  4  e.. 

In  secs.  2  and  3. 
t-46  N„  R.4E., 

In  secs.  28,  29,  30.  32,  33,  34,  and  35. 


T.  37  N.,  R.2E., 

In  secs.  3,  4,  5,  and  8. 

T.  38  N.,  R.  2  E., 

In  secs.  3,  4,  9,  10,  16,  21,  28,  33,  and  34. 
T.  39  N.,  R.2E.. 

In  Secs.  24,  25,  26,  34,  35. 

T.  39  N.,  R.  3  E., 

In  Secs.  3, 9, 17, 19,  and  20. 

New  Mexico  Principal  Meridian,  Colorado 

SAN  JUAN  NATIONAL  FOREST 

T.  34  N..R.1E., 

In  Sec.  31. 

T.  34  N.,  R.  1  W., 

In  Secs.  35  and  36. 

T.  34  N.,  R.  4  W.. 

In  Secs.  13  and  14. 

T.  34  N.,  R.  4  W.  (Ute) , 

In  Secs.  3. 4,  and  9. 

T.  36  N.,  R.  1  W„ 

In  Secs.  22  and  23. 

T.  36  N.,  R.  8  W.. 

In  Sec.  5. 

T.  36  N.,  R.  10  W., 

In  Secs.  35  and  36. 

T.  37  N.,  R.  7  W., 

In  Sec.  19. 

T.  38  N„  R.  12  W., 

In  Secs.  4  and  9. 

T.  38  N.,  R.  15  W., 

In  Sec.  12. 

T.  39  N.,  R.  9  W„ 

In  Sec.  23. 

T.  39  N.,R.  11  W., 

In  Secs.  15  and  22. 

T.  39  N.,  R.  14  W., 

In  Sec.  21. 

T.  40  N.,  R.  12  W., 

In  Sec.  18. 

Sixth  Principal  Meridian,  Colorado 

WHITE  RIVER  AND  GUNNISON  NATIONAL  FORESTS 

T.  3  S.,  R.  92  W. 

In  Secs.  7, 8, 17,  and  18 
T.  11  S.,  R.  88  W. 

In  Secs.  6, 20,  and  21 
T.  11  S.,  R.  83  W. 

In  Sec.  2 
T.  3  S.,  R.  82  W. 

In  Sec.  27 
T.  5  S.,  R.  87  W. 

In  Secs.  16  and  21 
T.  9  S.,  R.  89  W. 

In  Sec.  12 
T.  9  S..  R.  88  W. 

In  Secs.  9, 16, 20,  21,  29, 32,  and  33 
T.  10  S..  R.  88  W. 

In  Secs.  4,  8, 9, 30,  and  31 
T.  11  S.,  R.  89  W. 

In  Secs.  1,  2, 3, 4,  9, 12,  and  16 

Lands  proposed  to  be  withdrawn  in  the 
above  designated  areas  aggregate  ap¬ 
proximately  7,178  acres. 

W.  F.  Meek, 

Land  Office  Manager,  Denver. 

[F.R.  Doc.  64-7197;  Filed.  July  20.  1964; 
8:48  a.m.] 


IDAHO 

Partial  Termination  of  Proposed  With¬ 
drawal  and  Reservation  of  Lands 

July  13, 1964. 

Notice  of  an  application  Serial  Num¬ 
ber  Idaho  011668,  for  withdrawal  and 
reservation  of  lands  was  published  as 
Federal  Register  No.  6Q-8357  on  page 
8724  of. the  issue  for  September  9,  1960. 
The  applicant  agency  has  canceled  its 
application  only  insofar  <as  it  involved  the 
land  described  below.  Therefore  pur¬ 
suant  to  the  regulations  contained  in  43 
CFR,  Subpart  2311,  such  land  will  be  at 
10:00  a.m.  on  July  28,  1964  relieved  of 


the  segregative  effect  of  the  above  men¬ 
tioned  application. 

The  land  involved  in  this  notice  of 
termination  is: 

Boise  Meridian,  Idaho 

T.  6  NT,  R.  4  W., 

Sec.  25,  SV£NW}4NW&. 

Orval  G.  Hadley, 
Acting  Land  Office  Manager. 

[F.R.  Doc.  64-7198;  Filed,  July  20,  1964; 
8:48  a.m.] 


I  Classification  Order  No.  NEV-0644361 

NEVADA 

Small  Tract  Classification 

1.  Pursuant  to  authority  delegated  by 
Bureau  Order  No.  684  dated  August  31, 
1961  (26  F.R.  No.  168)  as  amended  and 
the  State  Director  June  29,  1962  (F.R. 
Doc.  62-6376) ,  I  hereby  classify  the  fol¬ 
lowing  described  public  lands  in  Nye 
County,  Nev.,  as  suitable  for  disposition 
under  the  Small  Tract  Act  of  June  1, 
1938  (52  Stat.  609,  43  UJS.C.  682a),  as 
amended: 

Mount  Diablo  Meridian 
T.  15  S.,  R.  50  E., 

Sec.  19,  Lot  1,  Lot  2,  Lot  3,  Lot  4,  Lot  5, 
Ni/2  and  Ny2S&  of  Lot  6,  S^NE^.  SE^ 
Nwy4,  SE»,4.  E&SW&.'  “Containing  ap¬ 
proximately  592.16  acres,  sub-divided  into 
127  tracts  of  which  three  are  covered 
by  applications  from  persons  entitled  to 
preference  under  43  CFR  (2233.0-6)  and 
excluding  the  lands  described  as  follows: 
"Starting  at  the  W  %«th  corner  on  the 
south  boundary  of  Sec.  18,  T.  15  S.,  R. 
50  E.,  thence  west  along  the  south  bound¬ 
ary  of  Sec.  18,  330  feet,  thence  south  330 
feet,  thence  east  660  feet,  thence  north 
330  feet,  thence  west  along  the  south 
boundary  of  Sec.  18,  330  feet  to  the  point 
of  beginning.”  “Starting  at  the  W  Vieth 
corner  on  the  south  boundary  of  Sec. 
18,  T.  15  S.,  R.  50  E.,  thence  west  along 
the  south  boundary  of  Sec.  18,  330  feet 
to  the  point  of  beginning,  thence  south 
660  feet,  thence  west  330  feet,  thence 
north  660  feet,  thence  east  along  the 
south  boundary  of  Sec.  18,  330  feet  to 
the  point  of  beginning.” 

2.  Classification  of  the  above-described 
lands  by  this  order  segregates  them  from 
all  forms  of  appropriation,  including  lo¬ 
cations  under  the  mining  laws,  but  ex¬ 
cepting  applications  under  the  mineral 
leasing  laws. 

3.  The  lands  are  located  at  Lathrop 
Wells,  Nev.  which  is  approximately 
90  miles  northwest  of  Las  Vegas,  Nev., 
via  U.S.  Highway  95.  Access  is  by 
paved  roads  and  unimproved  trails. 
Topography  of  the  lands  is  nearly  level 
at  an  elevation  of  2600  feet  above  sea 
level.  Climate  is  typical  of  a  hot,  arid 
desert  with  wide  daily  temperature  var¬ 
iations  having  an  annual  mean  of  65°  F. 
Annual  precipitation  is  less  than  5 
inches.  Vegetation  is  comprised  pri¬ 
marily  of  creosote-bush  and  other  desert 
shrubs.  Soils  are  moderately  deep  (less 
than  30  inches) ,  medium  to  coarse  tex¬ 
tured  sandy  loams  and  subject  to  severe 
wind  erosion. 

4.  Rights-of-way  and  easements  will 
be  specified  in  the  opening  order. 

5.  The  lands  classified  by  this  order 
shall  not  be  subject  to  application  under 
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the  Small  Tract  Act  of  June  1,  1938  (52 
Stat.  609,  43  U.S.C.  682a)  as  amended, 
until  it  is  so  provided  by  an  order  to  be 
issued  by  an  authorized  officer  opening 
the  lands  to  sale. 

6.  All  valid  applications  filed  prior  to 
June  29,  1964  will  be  granted  as  soon  as 
possible,  the  preference  right  provided 
for  by  43  CFR  (2233.0-6) . 

Dated:  July  2, 1964. 

Euel  L.  Davis, 
District  Manager. 

[P.R.  Doc.  64-7199;  Piled,  July  20,  1964; 

8:48  a.m.] 


DEPARTMENT  OF  AGRICULTURE 

Commodity  Credit  Corporation 
1963-CROP  LOAN  COTTON 


Notice  of  Acquisition 

All  outstanding  loans  on  cotton  under 
Commodity  Credit  Corporation’s  1963 
Cotton  Loan  Program  mature  on  July  31, 
1964,  unless  Commodity  Credit  Corpora¬ 
tion  makes  demand  for  payment  at  an 
earlier  date.  Notice  is  hereby  given  that 
If  the  borrower  or  a  purchaser  of  his 
equity  does  not  redeem  the  cotton  secur¬ 
ing  any  such  outstanding  loan  before  the 
close  of  business  on  July  31,  1964,  and  if 
Commodity  Credit  Corporation  has  not 
made  demand  for  payment  at  an  earlier 
date,  Commodity  Credit  Corporation 
will,  pursuant  to  the  provisions  of  the 
loan  agreement  covering  such  loan,  elect 
to  acquire  title  to  such  cotton  at  the  close 
of  business  on  July  31,  1964,  and  title 
thereto  shall,  without  a  sale  thereof, 
vest  in  Commodity  Credit  Corporation  at 
such  time.  As  provided  in  the  loan 
agreement.  Commodity  Credit  Corpora¬ 
tion  will  not  pay  for  any  market  value 
which  such  cotton  may  have  in  excess 
of  the  loan  value  of  the  cotton  plus  ap¬ 
plicable  charges  and  interest.  If  the 
warehouse  receipts  representing  any  such 
cotton  are  sent  to  a  local  bank  at  the  re¬ 
quest  of  the  producer  or  a  purchaser  of 
his  equity,  the  loan  value  of  the  cotton, 
plus  charges  and  interest,  must  be  paid 
at  the  local  bank  not  later  than  the  close 
of  business  on  July  31,  1964.  Any  re¬ 
payment  made  by  mail  must  be  received 
by  Commodity  Credit  Corporation  or  by 
the  local  bank  not  later  than  the  close 
of  business  on  July  31,  1964. 

Notwithstanding  the  foregoing  pro¬ 
visions,  Commodity  Credit  Corpora¬ 
tion  does  not  elect  to  acquire  any  cotton 
with  respect  to  which  there  is  a  basis  for 
a  claim  against  the  borrower  under  the 
terms  of  the  loan  agreement,  and  in  such 
instance  title  to  the  cotton  shall  not  so 
vest  in  Commodity  Credit  Corporation. 


Signed  at  Washington,  D.C.,  on  July 
15, 1964. 


E.  A.  Jaenke, 

Acting  Executive  Vice  President, 
Commodity  Credit  Corporation. 


IP.R.  Doc.  64-7202;  Piled,  July  20,  1964; 
8:48  am.] 


Office  of  the  Secretary 
SOUTH  DAKOTA 

Designation  of  Areas  for  Emergency 

Loans 

For  the  purpose  of  making  emergency 
loans  pursuant  to  section  321  of  the  Con¬ 
solidated  Farmers  Home  Administration 
Act  of  1961  (7  U.S.C.  1961),  it  has  been 
determined  that  in  the  hereinafter- 
named  counties  in  the  State  of  South 
Dakota  natural  disasters  have  caused  a 
need  for  agricultural  credit  not  readily 
available  from  commercial  banks,  co¬ 
operative  lending  agencies,  or  other 
responsible  sources. 

South  Dakota 

Beadle.  Kingsbury. 

Clark.  Spink. 

Pursuant  to  the  authority  set  forth 
above,  emergency  loans  will  not  be  made 
in  the  above-named  counties  after  June 
30,  1965,  except  to  applicants  who  pre¬ 
viously  received  emergency  or  special 
livestock  loan  assistance  and  who  can 
qualify  under  established  policies  and 
procedures. 

Done  at  Washington,  D.C.,  this  15th 
day  of  July  1964. 

Orville  L.  Freeman, 
Secretary. 

[P.R.  Doc.  64-7205;  Piled,  July  20,  1964; 

8:49  a.m.] 

DEPARTMENT  OF  HEALTH,  EDU¬ 
CATION,  AND  WELFARE 

Food  and  Drug  Administration 
AMERICAN  CYANAMID  CO.  - 

Filing  of  Petition  Regarding  Food 
Additive  Chlortetracydine 

Pursuant  to  the  provisions  of  the 
Federal  Food,  Drug,  and  Cosmetic  Act 
(sec.  409(b)(5),  72  Stat.  1786;  21  U.S.C. 
348(b)(5)),  notice  is  given  that  a 
petition  (FAP  1442)  has  been  filed  by 
American  Cyanamid  Company,  Agricul¬ 
tural  Division,  P.O.  Box  400,  Princeton, 
N.J.,  proposing  the  amendment  of 
§  121.208(d)  to  provide  for  the  safe  use 
of  chlortetracydine  in  the  feed  of  beef 
cattle  by  deleting  from  the  “Limitations” 
column  in  table  6,  items  4,  5,  6,  7,  and  8, 
the  words  “not  to  be  administered  within 
48  hours  of  slaughter”  and  concurrently, 
the  amendment  of  §  121.1014(d)  to 
change  the  tolerance  of  0.1  part  per 
million  to  1.0  part  per  million  for  resi¬ 
dues  of  chlortetracyline  in  uncooked 
kidney,  liver,  and  muscle  of  beef  cattle. 

Dated:  July  15, 1964. 

Malcolm  R.  Stephens, 
Assistant  Commissioner 
for  Regulations. 

[F.R.  Doc.  64-7218;  Filed,  July  20,  1964; 

8:50  a.m.] 


FEDERAL  COMMUNICATIONS 
COMMISSION 

[Docket  Nos.  15460,  15461;  FCC  64M-669] 

SYMPHONY  NETWORK  ASSOCIA¬ 
TION,  INC.,  AND  CHAPMAN  RADIO 
AND  TELEVISION  CO. 

Memorandum  Opinion  and  Order 
Regarding  Procedural  Dates 

In  re  applications  of  Symphony  Net¬ 
work  Association,  Inc.,  Fairfield,  Ala¬ 
bama,  Docket  No.  15460,  File  No.  BPCT- 
3238;  WJliam  A.  Chapman  and  George 
K.  Chapman,  d/b  as  Chapman  Radio  and 
Television  Company,  Homewood,  Ala¬ 
bama,  Docket  No.  15461,  File  No.  BPCT- 
3282;  for  construction  permits  for  a  new 
television  broadcast  station. 

1.  The  Hearing  Examiner  has  for  con¬ 
sideration  (1)  a  petition  to  amend  appli¬ 
cation,  filed  by  William  A.  Chapman  and 
George  K.  Chapman,  d/b  as  Chapman 
Radio  and  Television  Company  on  July 
6,  1964,  together  with  an  opposition 
thereto  filed  on  behalf  of  Symphony  Net¬ 
work  Association,  Inc.,  on  July  8,  1964; 
and  (2)  the  exhibits  submitted  by  the 
applicants  constituting  their  direct  cases 
on  the  designated  issues. 

2.  The  petition  to  amend  application 
was  submitted  by  William  A.  Chapman, 
pro  se.  It  would  modify  the  engineering 
and  financial  aspects  of  this  applicant’s 
proposal.  The  petition  states  “in  order  to 
clarify  and  answer  some  of  the  Commis¬ 
sion’s  questions  outlined  in  its  order  [of 
designation] ,  prior  to  the  hearing  *  *  * 
Chapman  Radio  and  Television  Company 
respectfully  requests  that  the  attached 
amendment  be  accepted  and  made  a  part 
of  its  application  *  *  No  further 
allegation  directed  to  the  “good  cause” 
requirements  of  47  CFR  1.522(b)  is 
offered. 

3.  What  constitutes  good  cause  for  the 
submission  of  a  post-designation  amend¬ 
ment  depends  largely  on  the  nature  of 
the  amendment  and  the  circumstances 
of  each  individual  case.  However,  in  all 
cases  there  must  be  a  recitation  of  the 
facts  on  which  the  applicant  relies  to 
demonstrate  good  cause  for  grant  of  his 
requested  relief.  In  that  the  instant  pe¬ 
tition  is  wholly  devoid  of  any  such  reci¬ 
tation,  it  must  be  denied,  and  the  prof¬ 
fered  amendment  rejected.  Neverthe¬ 
less,  in  view  of  the  Hearing  Examiner’s 
action,  infra,  continuing  the  procedural 
dates  herein,  the  rejection  will  be  with¬ 
out  prejudice  to  the  prompt  resubmis¬ 
sion  of  the  amendment  accompanied  by  a 
petition  delineating  the  scope  of  the 
amendment  and  the  facts  relied  upon  to 
establish  good  cause  for  its  submission 
subsequent  to  the  designation  of  the 
application  for  hearing. 

4.  By  order  of  the  Hearing  Examiner 
released  June  12,  1964,  following  pre- 
hearing  conference,  it  was  directed  that 
this  would  be  primarily  a  written  case, 
with  exhibits  to  be  informally  exchanged 
on  July  13, 1964,  and  formally  exchanged 
on  July  20, 1964.  Pursuant  to  this  order, 
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copies  of  the  preliminary  exchange  were 
served  on  the  Hearing  Examiner  on  July 
13,  1964.  The  exhibits  of  both  parties 
contain  what  appear  to  be  fatal  pro¬ 
cedural  and  substantive  defects. 

5.  The  Chapman  exhibits  are  premised 
upon  acceptance  of  the  amendment  dis¬ 
cussed  above.  Since  this  amendment  is 
to  be  rejected,  much  of  the  exhibit  mate¬ 
rial  is  deprived  of  relevance.  Moreover, 
much  of  the  exhibit  material  fails  to  meet 
even  the  most  liberal  standards  of  com¬ 
petence  governing  the  admissibility  of 
evidence,  and,  assuming  arguendo  that 
all  of  the  exhibits  could  be  received  in 
evidence,  there  would  remain  a  grave 
question  of  whether  the  applicant  had 
met  its  burden  of  proof  on  the  designated 
issues. 

6.  The  Symphony  Network  exhibits  are 
no  less  defective.  Although  this  appli¬ 
cant  was  represented  by  counsel  at  the 
prehearing  conference,  the  exihibits  were 
exchanged  by  the  president  of  the  appli¬ 
cant  corporation.  This  procedure  is  not 
permissible.  A  corporate  applicant  must 
be  represented  by  counsel  in  proceedings 
before  this  Commission,  and  this  require¬ 
ment  applies  to  all  significant  aspects  of 
the  hearing  process.1  Thus,  the  pur¬ 
ported  exchange  of  this  applicant’s  ex¬ 
hibits  must  be  deemed  a  nullity  not  con¬ 
stituting  compliance  with  the  require¬ 
ments  of  the  order  governing  the  conduct 
of  this  proceeding.  Nor  are  the  Sym¬ 
phony  Network  exhibits  significantly 
more  satisfactory  than  those  of  Chap¬ 
man  from  an  evidentiary  standpoint.  In 
significant  areas  they  appear  to  lack  the 
competence  qualifying  them  for  admis¬ 
sion  into  evidence,  and,  even  hypothecat¬ 
ing  their  admission,  it  is  by  no  means 
clear  that  they  would  suffice  to  carry 
the  applicant’s  burden  of  proof. 

7.  The  Hearing  Examiner  is  not  un¬ 
aware  that  the  deficiencies  in  the  plead¬ 
ings  before  him  are  probably  attributable 
to  the  unfamiliarity  of  the  applicants 
with  both  the  requirements  of  the  Com¬ 
mission’s  processes  and  of  fundamental 
legal  concepts  of  proof.  However,  while 
ignorance  may  exculpate  the  parties  from 
any  suspicion  of  having  deliberately  filed 
defective  pleadings,  it  will  not  furnish  a 
cure  for  the  defects.  Therefore,  it  is 
probable  that  if  this  hearing  proceeds  as 
presently  scheduled,  the  result  will  be 
the  dismissal  or  denial  of  both  applica¬ 
tions  for  reasons  not  necessarily  related 
to  their  actual  merits  under  the  desig¬ 
nated  issues.*  In  view  of  the  Commis¬ 
sion’s  policy  of  favoring  the  development 
of  UHF  television  service,  it  is  deemed 
appropriate  to  forestall  this  probable  re¬ 
sult  by  rescheduling  the  procedural  dates 


1  While  a  corporation  may  be  represented 
by  one  of  its  officers  if  he  qualifies  as  an  at¬ 
torney  under  47  CFR  1.23,  and  appears  in  his 
capacity  as  an  attorney,  nothing  in  the  in¬ 
stant  record  indicates  that  the  President  of 
Symphony  Network  meets  this  requirement. 

’It  is  recognized  that  the  defects  in  the 
July  13,  1964,  informal  exchange  might  be 
cured  by  the  formal  exchange  on  July  20, 
964.  However,  in  light  of  the  fundamental 
nature  of  the  deficiencies,  this  possibility  is 
deemed  sufficiently  likely  to  warrant  de- 
aJing  the  issuance  of  the  instant  order. 

No.  141 - 0 


herein,  and  affording  the  applicants  an 
opportunity  to  reform  their  exhibits.* 
Accordingly,  it  is  ordered.  This  14th 
day  of  July  1964,  that  the  petition  for 
leave  to  amend  filed  by  Chapman  Radio 
and  Television  Company  on  July  6, 1964, 
is  denied,  and  the  amendment  tendered 
therewith  is  rejected;  and, 

It  is  further  ordered,  on  the  Hearing 
Examiner’s  own  motion,  that  the  pro¬ 
cedural  dates  established  by  the  Hearing 
Examiner’s  order  released  herein  on 
June  12,  1964,  are  continued  as  follows: 
informal  exchange,  from  July  13,  1964, 
to  August  17,  1964;  formal  exchange  and 
notification  of  oral  testimony,  from  July 
20,  1964,  to  August  24,  1964;  notification 
of  witnesses,  from  July  24,  1964,  to 
August  28,  1964;  and  commencement  of 
hearing,  from  July  27,  1964,  to  Septem¬ 
ber  1, 1964. 

Released;  July  15, 1964. 

Federal  Communications 
Commission,* 

[seal]  Ben  F.  Waple, 

Secretary. 

[P.R.  Doc.  64-7226;  Filed,  July  20, 1964] 
8:51  a.m.] 


FEDERAL  POWER  COMMISSION 

[Docket  NO.RI65— 1] 

HOUSTON  NATURAL  GAS 
PRODUCTION  CO. 

Order  Providing  for  Hearing  on  and 

Suspension  of  Proposed  Change  in 

Rate,  and  Allowing  Rate  Change 

To  Become  Effective  Subject  to 

Refund  * 

July  15, 1964. 

Respondent  named  herein  has  filed  a 
proposed  change  in  rate  and  charge  of  a 
currently  effective  rate  schedule  for  the 
sale  of  natural  gas  under  Commission 
jurisdiction,  as  set  forth  in  Appendix  A 
hereof. 

The  proposed  changed  rate  and  charge 
may  be  unjust,  unreasonable,  unduly  dis¬ 
criminatory,  or  preferential,  or  other¬ 
wise  unlawful. 

The  Commission  finds:  It  is  in  the 
public  interest  and  consistent  with  the 
Natural  Gas  Act  that  the  Commission 
enter  upon  a  hearing  regarding  the  law¬ 
fulness  of  the  proposed  change,  and  that 
the  supplement  herein  be  suspended  and 
its  use  be  deferred  as  ordered  below. 

The  Commission  orders: 

(A)  Under  the  Natural  Gas  Act,  par¬ 
ticularly  sections  4  and  15,  the  regula¬ 
tions  pertaining  thereto  (18  CFR,  ch.  I), 
and  the  Commission’s  rules  of  practice 
and  procedure,  a  public  hearing  shall  be 
held  concerning  the  lawfulness  of  the 
proposed  change. 

(B)  Pending  hearing  and  decision 
thereon,  the  rate  supplement  herein  is 
suspended  and  its  use  deferred  until 
date  shown  in  the  “Date  Suspended 


*  Nothing  herein  shall  be  construed  to 
foreclose  or  discourage  either  applicant  from 
securing  the  services  of  counsel  to  assist  in 
the  further  presentation  of  this  case. 


Until”  column,  and  thereafter  until  made 
effective  as  prescribed  by  the  Natural 
Gas  Act:  Provided,  however.  That  the 
supplement  to  the  rate  schedule  filed  by 
Respondent  shall  become  effective  sub¬ 
ject  to  refund  on  the  date  and  in  the 
manner  herein  prescribed  if  within  20 
days  from  the  date  of  the  issuance  of 
this  order  Respondent  shall  execute  and 
file  under  its  above-designated  docket 
number  with  the  Secretary  of  the  Com¬ 
mission  its  agreement  and  undertaking 
to  comply  with  the  refunding  and  report¬ 
ing  procedure  required  by  the  Natural 
Gas  Act  and  §  154.102  of  the  regulations 
thereunder,  accompanied  by  a  certificate 
showing  service  of  a  copy  thereof  upon 
the  purchaser  under  the  rate  schedule 
involved.  Unless  Respondent  is  advised 
to  the  contrary  within  15  days  after  the 
filing  of  its  agreement  and  undertaking, 
such  agreement  and  undertaking  shall  be 
deemed  to  have  been  accepted. 

(C)  Until  otherwise  ordered  by  the 
Commission,  neither  the  suspended  sup¬ 
plement,  nor  the  rate  schedule  sought 
to  be  altered,  shall  be  changed  until  dis¬ 
position  of  this  proceeding  or  expiration 
of  the  suspension  period. 

(D)  Notices  of  intervention  or  peti¬ 
tions  to  intervene  may  be  filed  with  the 
Federal  Power  Commission,  Washington, 
D.C.,  20426,  in  accordance  with  the  rules 
of  practice  and  procedure  (18  CFR  1.8 
and  1.37(f) )  on  or  before  August  31,  1964. 

By  the  Commission. 

[seal]  Joseph  H.  Gutride, 

Secretary. 

Appendix  A 

On  May  28,  1964,  Houston  Natural  Gas 
Production  Company1  (Houston)  tendered 
for  filing  a  proposed  change  in  its  presently 
effective  rate  schedule  for  sales  of  natural  gas 
subject  to  the  jurisdiction  of  the  Commis¬ 
sion.  The  proposed  change,  which  consti¬ 
tutes  an  increased  rate  and  charge,  is  con¬ 
tained  in  the  following  designated  filing: 

Description,  Notice  of  change,  dated  June 
15, 1964. 

Purchaser,  Valley  Gas  Transmission,  Inc. 
(Valley  Gas)  .* 

Producing  area,  Sejita  Field,  Duval  County, 
Tex.  (R.R.  Dist.  No.  4) . 

Rate  schedule  designation.  Supplement  No. 
5  to  Houston’s  FPC  Gas  Rate  Schedule  No.  .14. 

Effective  date,  July  16, 1964* 

Proposed  rate,  15.0  cents  per  Mcf* 

Effective  rate,  14.0  cents  per  Mcf. 

Pressure  base,  14.65  psia. 

Annual  increase,  $3,801. 

Date  suspended  until,  July  17, 1964. 

Concurrent  with  the  filing  of  the  proposed 
increased  rate,  Houston  filed  an  Offer  of 
Settlement  to  settle  the  issues  raised  by  its 
rate  filing.  Houston  proposes  that  in  return 
for  permitting  a  life-of-contract  settlement 
rate  of  15.0  cents  per  Mcf  under  the  subject 
rate  schedule,  it  will  eliminate  from  the  re¬ 
lated  contract  the  periodic  price  escalation 
clause  which  provides  for  1.0  cent  per  Mcf 
increases  on  the  first  day  of  January  1964, 
1969  and  1974.  Our  action  herein  in  suspend¬ 
ing  the  above-mentioned  proposed  rate  is 


1  Address  is:  P.O.  Box  1188,  Houston  1,  Tex. 

*  Houston  and  Valley  Gas  are  wholly  owned 
subsidiaries  of  Houston  Natural  Gas  Cor¬ 
poration. 

*  The  effective  date  is  the  effective  date 
proposed  by  Respondent. 

*  Periodic  increase. 
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without  prejudice  to  any  action  we  may  take 
In  connection  with  such  offer. 

Houston’s  proposed  rate  increase  exceeds 
the  14.0  cents  celling  for  Increased  rates  In 
Texas  Railroad  District  No.  4  as  set  forth  In 
the  Commission’s  Statement  of  General 
Policy  No.  61-1,  as  amended  [18  CFR,  Ch.  I, 
Part  2,  S  2.66]. 

[F.R.  Doc.  64-7180;  Piled,  July  20,  1964; 
8:46  a.m.] 


[Docket  Nos.  RI66-6  etc.] 

CONSOLIDATED  OIL  &  GAS,  INC., 
ET  AL. 

Order  Providing  for  Hearings  on  and 
Suspension  of  Proposed  Changes 
in  Rates1 

July  14, 1964. 

The  Respondents  named  herein  have 
filed  proposed  increased  rates  and 


charges  of  currently  effective  rate  sched¬ 
ules  for  sales  of  natural  gas  under  Com¬ 
mission  jurisdiction,  as  set  forth  in 
Appendix  A  hereof. 

The  proposed  changed  rates  and 
charges  may  be  unjust,  unreasonable, 
unduly  discriminatory,  or  preferential, 
or  otherwise  unlawful. 

The  Commission  finds:  It  is  in  the 
public  interest  and  consistent  with  the 
Natural  Gas  Act  that  the  Commission 
enter  upon  hearings  regarding  the  law¬ 
fulness  of  the  proposed  changes,  and  that 
the  supplements  herein  be  suspended 
and  their  use  be  deferred  as  ordered 
below. 

The  Commission  orders: 

(A)  Under  the  Natural  Gas  Act,  par¬ 
ticularly  sections  4  and  15,  the  regula¬ 
tions  pertaining  thereto  (18  CFR  Ch.  1), 
and  the  Commission’s  rules  of  practice 
and  procedure,  public  hearings  shall  be 
held  concerning  the  lawfulness  of  the 
proposed  changes. 

Appendix  A 


(B)  Pending  hearings  and  decisions 
thereon,  the  rate  supplements  herein  are 
suspended  and  their  use  deferred  until 
date  shown  in  the  “Date  suspended 
until”  column,  and  thereafter  until 
made  effective  as  prescribed  by  the 
Natural  Gas  Act. 

(C)  Until  otherwise  ordered  by  the 
Commission,  neither  the  suspended 
supplements,  nor  the  rate  schedules 
sought  to  be  altered,  shall  be  changed 
until  disposition  of  these  proceedings  or 
expiration  of  the  suspension  period. 

(D)  Notices  of  intervention  or  peti¬ 
tions  to  intervene  may  be  filed  with  the 
Federal  Power  Commission,  Washington, 
D.C.,  20426,  in  accordance  with  the  rules 
of  practice  and  procedure  (18  CFR  1.8 
and  1.37(f))  on  or  before  August  25, 
1964. 

By  the  Commission. 

[seal]  Joseph  H.  Gutride, 

Secretary. 


Effective 

Cents  per  Mcf  1 

Rate  in 

Rate 

Sup- 

Amount 

Date 

date 

Date  sus- 

effect  sub- 

Docket 

Respondent 

sched- 

pie- 

Purchaser  and  producing  area 

of  annual 

filing 

unless 

pended 

ject  to 

No. 

ule 

ment 

increase 

tendered 

sus- 

"until— 

Rate  in 

Proposed 

refund  in 

No. 

No. 

pended 

effect 

Increased 

docket 

rate 

Nos. 

RI65-6 _ 

Consolidated  Oil  and 

16 

19 

El  Paso  Natural  Gas  Co.  (Tapacito, 
Bianco-Mesa  Verde  and  Basin  Da- 

$20,541 

'  6-15-64 

12-16-64 

*7-16-64 

13.0 

*“14.0577 

Oas,  Inc.,  450  East 
Mexico  Avenue, 
Denver,  Colo. ,  80222, 
Attn:  Mr.  C.  J. 
Cooper,  Jr. 

kota  Fields,  Rio  Arriba  County,  N. 
Mex.)  (San  Juan  Basin  Area). 

R 165-7 . 

Sunray  DX  Oil  Co., 

02 

El  Paso  Natural  Gas  Co.  (South 

10,085 

6-12-64 

*8-1-64 

1-  1-65 

17.2295 

*  •  18. 2430 

RI60-14. 

Tulsa  2,  Okla., 

Fullerton  Field,  Andrews  County, 

Attn:  Mr.  Homer 

Tex.)  (R.R.  Dist.  No.  8)  (Permian 

E.  McEwen,  Jr. 

Basin  Area). 

Sunray  DX  Oil  Co.... 

93 

El  Paso  Natural  Gas  Co.  (Levelland 

1,712 

6-12-64 

*8-1  -64 

1-  1-65 

17.2295 

*•18.2430 

R 160-14. 

Field,  Hockley  County,  Tex.)  (R.R. 

94 

8 

Dist.  No.  8)  (Permian  Basin  Area). 
El  Paso  Natural  Gas  Co.  (Slaughter 
I  leld,  Hockley  County,  Tex.)  (R.R. 
Dist.  No.  8)  (Permian  Basin  Area). 

1,207 

6-12-64 

*8-1  -64 

1-  1-65 

17.1147 

*•18.2430 

RI60-14. 

*  Contractually  provided  effective  date. 

*  Periodic  rate  Increase. 

*  Pressure  base  is  15.025  psia. 

Consolidated  Oil  &  Gas,  Inc.  (Consoli¬ 
dated)  ,  requests  a  retroactive  effective  date  of 
January  1,  1964,  for  Its  proposed  rate  In¬ 
crease.  Good  cause  has  not  been  shown  for 
waiving  the  30-day  notice  requirement  pro¬ 
vided  In  section  4(d)  of  the  Natural  Gas  Act 
to  permit  an  earlier  effective  date  for  Con¬ 
solidated’s  rate  filing  and  such  request  Is 
denied. 

Consolidated  and  Sunray  DX  Oil  Com¬ 
pany’s  proposed  Increased  rates  and  charges 
exceed  the  applicable  area  price  level  for  in¬ 
creased  rates  as  set  forth  in  the  Commission’s 
Statement  of  General  Policy  No.  61-1,  as 
amended  (18  CFR,  Ch.  I,  Part  2,  §  2.56). 

[FJR.  Doc.  64-7178;  FUed,  July  20,  1964; 
8:46  a.m.] 


•  Includes  partial  reimbursement  for  0.65  percent  increase  In  New  Mexico  Emergency 
School  Tax. 

*  Pressure  base  is  14.65  psia. 


[Docket  Nos.  CP64-220  etc.] 

GARFIELD  GAS  GATHERING  CO. 

ET  AL. 

Notice  of  Consolidation  and  Date  of 
Hearing 

July  15,  1964. 

Garfield  Gas  Gathering  Company, 
Docket  No.  CP64-220 ;  Hyland  Oil  Corpo¬ 
ration,  et  al.,  Docket  No.  CI64-1149; 
Pacific  Natural  Gas  Exploration  Co., 
Docket  No.  CI64-1150;  Granada  Explora¬ 
tion  and  Development  Co.,  Docket  No. 


’Does  not  consolidate  for  hearing  or  dis¬ 
pose  of  the  several  matters  herein. 


CI64-1151;  Great  Yellowstone  Corpora¬ 
tion,  Docket  No.  CI64-1152;  California 
Oil  Company,  Western  Division,  Docket 
No.  CI64-1155;  Sun  Oil  Company,  Docket 
No.  CI64-1166;  Marathon  Oil  Company, 
Docket  No.  CI64-1218;  Sunray  DX  Oil 
Company,  Docket  No.  CI64-1247;  Texaco 
Inc.,  Docket  No.  CI64-1371;  The  British- 
American  Oil  Producing  Co.,  Docket  No. 
CI64-1400. 

Notices  of  these  applications  have  been 
heretofore  issued  and  published  in  the 
Federal  Register.  (29  F.R.  5099,  5362, 
5705,  6031,  7255,  7337,  and  7439) . 

These  related  matters  should  be  heard 
upon  a  consolidated  record  and  are  here¬ 
by  consolidated  for  hearing. 

Take  further  notice,  pursuant  to  the 
authority  contained  in  and  subject  to  the 
jurisdiction  conferred  upon  the  Federal 
Power  Commission  by  section  7  of  the 
Natural  Gas  Act,  and  the  Commission’s 
rules  of  practice  and  procedure,  a  hearing 
will  be  held  on  July  27,  1964,  at  10:00 
a.m.,  e.d.s.t.,  in  a  Hearing  Room  of  the 
Federal  Power  Commission,  441  G  Street 
NW.,  Washington,  D.C.,  concerning  the 
matters  involved  in  and  the  issues  pre¬ 
sented  by  said  applications. 

Joseph  H.  Gutride, 
Secretary. 

[F.R.  Doc.  64-7179;  FUed,  July  20,  1964; 

8:46  am.] 


[Docket  Nos.  RI60-186,  RI61-392] 

HUMBLE  OIL  AND  REFINING  CO. 
ET  AL. 

Order  Redesignating  Proceeding  in 
Part 

July  14, 1964. 

Humble  Oil  &  Refining  Company  and 
Humble  Oil  &  Refining  Company  (Oper¬ 
ator)  ,  et  al.1 

By  the  Commission’s  order  issued  May 
29,  1963,  in  Docket  No.  G-9765,  Humble 
Oil  &  Refining  Company  (Humble)  was 
permitted  to  amend  its  certificate  of  pub¬ 
lic  convenience  and  necessity  covering 
sales  of  natural  gas  to  Natural  Gas  Pipe¬ 
line  Company  of  America  from  the  O.  O. 
Sutton  No.  2  well,  among  others,  located 
in  the  Camrick  Southeast  Pool,  Texas 
County,  Oklahoma,  to  include  the  inter¬ 
ests  of  21  additional  co-owners  under  its 
FPC  Gas  Rate  Schedule  No.  191. 

The  proceedings  in  Docket  Nos.  RI60- 
186  and  RI6 1-392  relate  to  proposed  rate 
increases  suspended  by  the  Commission’s 
orders  issued  on  March  16,  1960,  and 
March  16,  1961,  respectively.  Included 
among  the  suspended  rate  schedules  in 


’Formerly  Humble  Oil  &  Refining  Com¬ 
pany. 


Tuesday ,  July  21,  1964 
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said  dockets J  is  Humble’s  FPC  Gas  Rate 
Schedule  No.  191.  The  suspended  sup¬ 
plements  have  been  made  effective  sub¬ 
ject  to  refund  pursuant  to  section  4(e) 
of  the  Natural  Gas  Act.  Humble  war¬ 
rants  in  a  letter  agreement  dated  Decem¬ 
ber  14,  1960,  that  it  has  the  right  to  sell 
each  non-operator’s  share  of  gas  from 
the  unit  involved  and  that  it  will  in¬ 
demnify  Natural  Gas  Pipeline  Company 
of  America  as  to  any  adverse  claims  as¬ 
serted  with  respect  to  such  gas,  among 
other  things.  Humble  also  states  that  its 
filings  will  cover  each  non-operator’s 
share  of  gas  produced  from  the  unit. 

By  letter  dated  May  23,  1961,  Humble 
was  advised  that  its  FPC  Gas  Rate 
Schedule  No.  191  had  been  redesignated 
as  Humble  Oil  &  Refining  Company  (Op¬ 
erator)  ,  et  al. 

The  Commission  finds :  Good  cause  ex¬ 
ists  for  redesignating  the  proceedings  in 
Docket  Nos.  RI60-186  and  RI61-392  as 
Humble  Oil  &  Refining  Company  and 
Humble  Oil  &  Refining  Company  (Oper¬ 
ator),  et  al.,  insofar  as  they  pertain  to 
Humble  Oil  &  Refining  Company’s  (Op¬ 
erator)  ,  et  al.  FPC  Gas  Rate  Schedule 
No.  191. 

The  Commission  orders :  The  proceed¬ 
ings  in  Docket  Nos.  RI60-186  and  RI61- 
392  are  hereby  redesignated  as  Humble 
Oil  &  Refining  Company  and  Humble  Oil 
&  Refining  Company  (Operator) ,  et  al., 
insofar  as  they  pertain  to  Humble’s  FPC 
Gas  Rate  Schedule  No.  191. 

By  the  Commission. 

[seal]  Joseph  H.  Gutride, 

Secretary. 

[P.R.  Doc.  64-7181;  Filed,  July  20.  1964; 

8:46  a.m.] 


[Docket  Nos.  RI64r-800  etc.] 

KINGWOOD  OIL  COMPANY  ET  AL. 

Order  Providing  for  Hearing  on  and 

Suspension  of  Proposed  Changes  in 

Rates,  and  Allowing  Rate  Changes 

To  Become  Effective  Subject  to 

Refund 2  3 

June  30, 1964. 

The  Respondents  named  herein  have 
filed  proposed  changes  in  rates  and 
charges  of  currently  effective  rate  sched¬ 
ules  for  sales  of  natural  gas  under  Com¬ 
mission  jurisdiction,  as  set  forth  in 
Appendix  A  hereof. 

The  proposed  changed  rates  and 
charges  may  be  unjust,  unreasonable, 
unduly  discriminatory,  or  preferential,  or 
otherwise  unlawful. 

The  Commission  finds :  It  is  in  the  pub¬ 
lic  interest  and  consistent  with  the  Nat¬ 
ural  Gas  Act  that  the  Commission  enter 
upon  hearings  regarding  the  lawfulness 
of  the  proposed  changes,  and  that  the 
supplements  herein  be  suspended  and 
their  use  be  deferred  as  ordered  below. 

The  Commission  orders: 

(A)  Under  the  Natural  Gas  Act,  par¬ 
ticularly  sections  4  and  15,  the  regula¬ 
tions  pertaining  thereto  (18  CFR  Ch.  i), 
and  the  Commission’s  rules  of  practice 
and  procedure,  public  hearings  shall  be 
held  concerning  the  lawfulness  of  the 
proposed  changes. 

(B)  Pending  hearings  and  decisions 
thereon,  the  rate  supplements  herein  are 
suspended  and  their  use  deferred  until 
date  shown  in  the  “Date  Suspended 


Until”  column,  and  thereafter  until  made 
effective  as  prescribed  by  the  Natural  Gas 
Act:  Provided,  however.  That  the  supple¬ 
ments  to  the  rate  schedules  filed  by  Re¬ 
spondents,  as  set  forth  herein  shall  be¬ 
come  effective  subject  to  refund  on  the 
date  and  in  the  manner  herein  prescribed 
if  within  20  days  from  the  date  of  the 
issuance  of  this  order  Respondents  shall 
each  execute  and  file  under  its  above- 
designated  docket  number  with  the  Sec¬ 
retary  of  the  Commission  its  agreement 
and  undertaking  to  comply  with  the  re¬ 
funding  and  reporting  procedure  re¬ 
quired  by  the  Natural  Gas  Act  and 
§  154.102  of  the  regulations  thereunder, 
accompanied  by  a  certificate  showing 
service  of  copies  thereof  upon  all  pur¬ 
chasers  under  the  rate  schedule  involved. 
Unless  Respondents  are  advised  to  the 
contrary  within  15  days  after  the  filing 
of  their  respective  agreements  and  un¬ 
dertakings,  such  agreements  and  under¬ 
takings  shall  be  deemed  to  have  been 
accepted. 

(C)  Until  otherwise  ordered  by  the 
Commission,  neither  the  suspended  sup¬ 
plements,  nor  the  rate  schedules  sought 
to  be  altered,  shall  be  changed  until  dis¬ 
position  of  these  proceedings  or  expira¬ 
tion  of  the  suspension  period. 

(D)  Notices  of  intervention  or  peti¬ 
tions  to  intervene  may  be  filed  with  the 
Federal  Power  Commission,  Washington, 
D.C.,  20426,  in  accordance  with  the  rules 
of  practice  and  procedure  (18  CFR  1.8 
and  1.37(f) )  on  or  before  August  12, 1964. 

By  the  Commission. 

[seal]  Joseph  H.  Gutride, 

Secretary. 
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docket 
Nos. 

RI64-800... 

Kingwood  Oil  Co. 
(Operator),  et  al., 
1470  First  National 
Building,  Okla¬ 
homa  City,  Okla. 

14 

6 

Natural  Gas  Pipeline  Co.  of  Amer¬ 
ica  (Boyd  Field,  Beaver  Coun¬ 
ty,  Okla.)  (Oklahoma-Panhan- 
dle  Area). 

$480 

6-3-64 

2  7-16-64 

*  7-17-64 

*  16. 0 

« « •  17. 0 

RI64-801 _ 

Expando  Production  Co. 
(Operator),  et  al., 

607  Hamilton  Build¬ 
ing,  Wichita  Falls, 
Tex. 

1 

5 

Warren  Petroleum  Corp.  (East 
Panhandle  Sweet  Gas  Field, 
Wheeler  County,  Tex.)  (R.R. 
Dist.  No.  10). 

12,409 

6-1-64 

7 7-  2-64 

5  7-  3-64 

6.25 

8 » «  9. 0 

RI61-802 _ 

Southern  Union 
Gathering  Co.,  1500 
Fidelity  Union 
Tower,  Dallas, 

Tex.,  75201,  Attn: 
Mr.  A.  S.  Grenier. 

2 

41 

El  Paso  Natural  Gas  Co.  (San 
Juan  County,  N.  Mex.  and  La 
Plata  County,  Colo.)  (San  Juan 
Basin  and  Colorado). 

4, 761 

6-1-64 

7  7-  2-64 

3  7-  3-64 

n  » 13. 0013 

4 10 11 12 13 14. 0593 

!  stated  effective  date  is  the  effective  date  requested  by  Respondent. 

*  The  suspension  period  is  limited  to  one  day. 

4  Periodic  rate  increase. 

*  Pressure  base  is  14.65  psia. 

Subject  to  downward  Btu  adjustment. 

The  stated  effective  date  is  the  first  day  after  expiration  of  the  required  statutory 
notice. 

*  Revenue-sharing  rate  increase. 


•  Based  on  buyer’s  increase  in  weighted  average  gross  rate  to  16.0  cents  per  Mcf 
effective  July  1,  1964. 

10  Pressure  base  is  15,025  psia. 

11  Tax  reimbursement  applies  only  to  production  in  New  Mexico. 

12  Includes  1.0  cent  per  Mcf  minimum  guarantee  for  liquids. 

11  Includes  partial  reimbursement  for  0.55  percent  increase  in  New  Mexico  Emer¬ 
gency  School  Tax. 


2  Humble’s  FPC  Gas  Rate  Schedules  Nos.  202,  213,  215,  220,  227,  229,  242,  and  253  were  also  suspended  in  said  dockets. 

3  Does  not  consolidate  for  hearing  or  dispose  of  the  several  matters  herein. 
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Expando  Production  Company  (Operator), 
et  al.  (Expando)  requests  an  effective  date 
of  July  1,  1064,  and  Southern  Union  Gather¬ 
ing  Company  (Southern  Union)  requests  an 
effective  date  of  June  1,  1964,  for  their  pro¬ 
posed  rate  Increases.  Good  cause  has  not 
been  shown  for  waiving  the  30-day  notice 
requirement  provided  in  section  4(d)  of  the 
Natural  Gas  Act  to  permit  an  earlier  effec¬ 
tive  date  for  Expando  and  Southern  Union’s 
rate  filings  and  such  requests  are  denied. 

Klngwood  Oil  Company  (Operator),  et  al. 
(Klngwood)  proposed  Increased  rate  and 
charge  exceeds  the  applicable  area  price  level 
for  Increased  rates  as  set  forth  In  the  Com¬ 
mission’s  Statement  of  General  Policy  No. 
61-1,  as  amended  (18  CFR,  Ch.  I,  Part  2, 

§  2.56) .  Kingwood’s  contract  was  executed 
subsequent  to  September  28,  1960,  the  date 
of  issuance  of  the  Commission’s  aforemen¬ 
tioned  Statement  of  General  Policy  No.  61-1, 
as  amended,  and  the  proposed  rate  is  below 
the  applicable  area  celling  for  initial  rates  in 
the  area  involved.  Under  the  circumstances, 
we  believe  it  to  be  in  the  public  interest  to 
suspend  Kingwood’s  proposed  increase  for 
one  day  from  July  16,  1964,  the  requested 
effective  date. 

Expando’s  proposed  revenue-sharing  in¬ 
crease,  from  6.25  cents  to  9.0  cents  per  Mcf 
at  14.65  psla,  is  for  gas  being  sold  at  the  well¬ 
head  to  Warren  Petroleum  Corporation  (War¬ 
ren).  Warren  gathers  the  subject  gas,  and 
other  gas,  for  processing  through  its  Sitter 
Gasoline  Plant.  Expando’s  contractual  rate 
is  geared  to  the  weighted  average  gross  price 
per  Mcf  received  by  Warren  for  all  residue 
gas  sold  at  the  outlet  of  the  Sitter  Plant. 
Although  Expando’s  proposed  9.0  cent  well¬ 
head  rate  is  below  the  11.0  cents  per  Mcf 
celling  for  Increased  rates,  the  ceiling  rate  is 
considered  applicable  at  the  tailgate  of  the 
Sitter  Gasoline  Plant  and  not  at  the  wellhead 
since  the  gas  is  gathered  and  processed 
through  the  plant  before  delivery  and  sale 
at  the  plant  tailgate.  Accordingly,  Ex¬ 
pando’s  proposed  increased  rate,  though  not 
in  excess  of  the  increased  ceiling  for  pipeline 
quality  gas  for  Texas  Railroad  District  No. 
10  as  set  forth  in  the  Commission’s  State¬ 
ment  of  General  Policy  No.  61-1,  as  amended 
(18  CFR,  Ch.  I,  Part  2,  §2.56),  should  be 
suspended  for  one  day  because  the  sale  re¬ 
lated  thereto  is  considered  to  be  for  non- 
pipeline  quality  gas. 

Southern  Union’s  rate  filing  covers  sales 
in  both  Colorado  and  New  Mexico.  The  rate 
exceeds  the  Increased  ceiling  in  New  Mexico 
by  both  the  1.0  cent  minimum  guarantee  for 
liquids  and  the  partial  reimbursement  of  the 
0.55  percent  increase  in  the  New  Mexico 
Emergency  School  Tax  and  exceeds  the  Col¬ 
orado  increased  celling  by  the  1.0  cent  min¬ 
imum  guarantee  for  liquids.  In  this  situa¬ 
tion,  we  believe  that  Southern  Union’s  rate 
filing  should  be  suspended  for  one  day  from 
July  2,  1964,  the  date  of  expiration  of  the 
statutory  notice. 

[F.R.  Doc.  64-7182;  Filed,  July  20,  1964; 

8:46  a.m.] 


[Docket  No.  E— 7172] 

DEPARTMENT  OF  INTERIOR,  SOUTH¬ 
WESTERN  POWER  ADMINISTRA¬ 
TION 

Notice  of  Request  for  Approval  of 
Rates  and  Charges 

July  14,  1964. 

Notice  is  hereby  given  that  the  United 
States  Department  of  the  Interior  (In¬ 
terior),  on  behalf  of  the  Southwestern 
Power  Administration  (SWPA) ,  has  filed 
with  the  Federal  Power  Commission  pur¬ 


suant  to  the  provisions  of  the  Flood  Con¬ 
trol  Act  of  1944  (58  Stat.  887) ,  a  request 
for  the  extension  of  the  confirmation  and 
approval  of  the  following  rate  schedules 
and  contractual  rates  and  charges  appli¬ 
cable  to  the  integrated  system  of  SWPA. 

Rate  Schedule  IC.  This  system  sched¬ 
ule  is  for  interruptible  capacity  at  such 
times  and  amounts  as  the  Government 
determines  is  available.  The  capacity 
charge  is  $0.45  per  kw  per  day  and  at 
the  Government’s  election,  energy  may 
be  sold  at  $0,002  per  kwh  or  returned 
by  customer  as  scheduled  by  the  Govern¬ 
ment. 

The  approval  heretofore  granted  by 
the  Commission  expires  August  9,  1964, 
and  it  is  requested  that  approval  be  ex¬ 
tended  for  a  five-year  period  expiring 
July  1, 1969. 

Rate  Schedule  EE.  This  system 
schedule  is  for  excess  energy  at  such 
times  and  in  such  amounts  as  the  Gov¬ 
ernment  determines  is  available.  The 
rate  is  $0.0015  per  kwh.  The  approval 
heretofore  granted  by  the  Commission 
expires  August  9, 1964,  and  it  is  requested 
that  approval  be  extended  for  a  five-year 
period  expiring  July  1, 1969.  . 

Rate  Schedule  P-1.  This  system 
schedule  is  for  wholesale  peaking  power 
service.  The  demand  charge  is  $1.60  per 
kilowatt  of  billing  demand  per  month. 
The  energy  charge  is  $0,002  per  kilowatt- 
hour  for  the  first  150  kilowatt-hours  per 
kilowatt  of  billing  demand  and  $0,003 
per  kilowatt-hour  for  the  next  50  kilo¬ 
watt-hours  per  kilowatt  of  billing  de¬ 
mand.  A  discount  of  $0.10  per  kilowatt 
of  billing  demand  per  month  is  allowed 
if  delivery  of  power  and  energy  is  made 
from  69  kv,  138  kv,  or  161  kv  transmission 
facilities  owned  or  leased  by  the  Govern¬ 
ment  and  if  transformation  and  substa¬ 
tion  facilities  are  required  at  point  of 
delivery  and  are  furnished  by  the  cus¬ 
tomer  at  no  cost  to  the  Government.  A 
discount  of  $0.40  per  kilowatt  of  billing 
demand  per  month  is  allowed  if  delivery 
of  power  and  energy  is  made  from  and  at 
the  voltage  of  the  138  kv  or  161  kv  trans¬ 
mission  facilities  owned  or  leased  by  the 
Government,  or  at  a  lower  or  intermedi¬ 
ate  voltage  from  substations  directly 
connected  to  such  transmission  facilities 
and  the  Government  is  thereby  relieved 
of  additional  transmission  costs. 

The  approval  of  this  rate  schedule 
heretofore  granted  expires  August  9, 
1964,  and  it  is  requested  that  approval 
be  extended  to  March  1,  1965,  at  which 
time  the  rate  schedule  will  be  allowed 
to  expire. 

Rate  Schedule  P-2.  This  rate  sched¬ 
ule  for  hydro  peaking  and  seasonal  peak¬ 
ing  power  represents  the  main  transition 
grid  rate.  This  schedule  provides  for  de¬ 
livery  of  power  from  and  at  the  voltage 
of  138  kv  or  the  161  kv  transmission  sys¬ 
tems  owned  by  or  available  to  SWPA, 
or  at  lower  or  intermediate  voltages  from 
substations  directly  connected  to  such 
transmission  systems.  The  minimum 
amount  of  energy  associated  with  serv¬ 
ice  under  this  rate  schedule  shall  be 
1200  kilowatt  hours  per  kw  of  demand 
during  each  12-month  contract  year, 


with  the  annual  demand  charge  of  $14.40 
per  kw  and  energy  charge  at  $0,002  per 
kwh. 

The  approval  heretofore  granted  by 
the  Commission  expires  July  1, 1967,  and 
it  is  requested  that  the  approval  be  ex¬ 
tended  at  this  time  to  July  1,  1969,  at 
which  time  the  other  rates  for  SWPA 
will  be  up  for  review  and  approval. 

Contractual  Rates  and  Charges 

Texas  Power  and  Light  Company 
< Contract  Ispa-177 ).  The  rates  and 
charges  set  forth  in  this  contract  with 
SWPA  expire  September  11,  1964,  and  it 
is  requested  that  the  approval  be  ex¬ 
tended  to  July  1, 1969. 

Southwestern  Electric  Power  Company 
( Contract  14-02-001-782) .  The  rates 
and  charges  set  forth  in  this  contract 
with  SWPA  expire  August  9,  1964,  and 
it  is  requested  that  approval  be  extended 
to  July  1,1969. 

Oklahoma  Companies.  This  contract 
is  with  the  Oklahoma  Gas  and  Electric 
Company  and  the  Public  Service  Com¬ 
pany  of  Oklahoma.  The  approval  of 
rates  and  charges  set  forth  in  this  con¬ 
tract  heretofore  granted  expires  Novem¬ 
ber  18,  1964,  and  it  is  requested  that  ap¬ 
proval  be  extended  to  July  1, 1969. 

In  addition  to  the  above,  Interior  re¬ 
quests  confirmation  and  approval  of  the 
following  new  rate  schedule: 

Rate  Schedule  F-2.  The  proposed  new 
rate  schedule  is  for  firm  power  service 
to  supersede  existing  rate  schedule  F-l. 
The  basic  difference  between  the  two 
schedules  is  that  the  F-2  rate  includes 
the  use  of  200  hours  of  energy  per  kilo¬ 
watt  per  month  in  the  demand  charge, 
whereas  the  F-l  rate  is  on  a  straight  de¬ 
mand  and  energy  basis.  An  additional 
change  is  in  the  treatment  of  transmis¬ 
sion  charges.  Under  the  F-2  schedule, 
the  monthly  base  rate  is  $1.50  per  kilo¬ 
watt  of  billing  demand  for  capacity  for 
service  from  138  kv  or  161  kv  transmis¬ 
sion  systems  owned  by  or  available  to 
the  Government,  or  138  kv  or  161  kv 
transmission  facilities  at  federal  reser¬ 
voir  projects.  For  all  other  service,  there 
is  an  additional  capacity  charge  of  $0.40 
per  kilowatt  per  month.  For  all  energy 
in  excess  of  the  200  kilowatt-hours  per 
kilowatt  of  billing  demand  associated 
with  the  capacity  charge  the  rate  is 
$0,004  per  kilowatt-hour.  It  is  requested 
that  the  rate  schedule  be  approved  for 
a  five-year  period  terminating  July  1, 
1969. 

Any  person  desiring  to  make  com¬ 
ments  or  suggestions  for  Commission 
consideration  with  respect  to  the  fore¬ 
going  rates,  rate  schedules  and  rates 
and  charges  should  submit  the  same  in 
writing  on  or  before  August  3,  1964,  to 
the  Federal  Power  Commission,  Wash¬ 
ington,  D.C.,  20426.  The  proposed  rate 
schedules  and  contractual  rates  and 
charges  in  their  entirety  are  on  file  with 
the  Commission  and  available  for  public 
inspection. 

Joseph  H.  Gutride, 
Secretary. 

[F.R.  Doc.  64-7185;  Filed,  July  20,  1964; 

8:46  a.m.] 
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AUGUST  W.  KOEHLER 

Statement  of  Changes  in  Financial 
Interests 

Pursuant  to  subsection  302(c),  Part 
in,  Executive  Order  10647  (20  F.R.  8769) 
“Providing  for  the  Appointment  of  Cer¬ 
tain  Persons  under  the  Defense  Produc¬ 
tion  Act  of  1950,  as  amended,"  I  hereby 
furnish  for  filing  with  the  Office  of  the 
Federal  Register  for  publication  in  the 
Federal  Register  the  following  infor¬ 
mation  showing  any  changes  in  my 
financial  interests  and  business  connec¬ 
tions  as  heretofore  reported  and  pub¬ 
lished  (26  F.R.  8958,  27  F.R.  3829,  9468, 
28  F.R.  4117  and  10936)  during  the  six 
months’  period  ended  March  14,  1964. 

Nothing  to  report. 

Dated:  March  14,  1964. 

August  W.  Koehler. 
[Fit.  Doc.  64-7208;  Filed,  July  20,  1964; 
8:49  ajm.] 


FLOYD  A.  MECHLING 

Statement  of  Changes  in  Financial 
Interests 

Pursuant  to  subsection  302(c) ,  Part  in, 
Executive  Order  10647  (20  F.R.  8769) 
“Providing  for  the  Appointment  of  Cer¬ 
tain  Persons  under  the  Defense  Produc¬ 
tion  Act  of  1950,  as  amended,”  I  hereby 
furnish  for  filing  with  the  Office  of  the 
Federal  Register  for  publication  in  the 
Federal  Register  the  following  informa¬ 
tion  showing  any  changes  in  my  financial 
interests  and  business  connections  as 
heretofore  reported  and  published  (22 
F.R.  996,  6584;  23  F.R.  1062,  6730;  24  F.R. 
552,  6251,  9689;  25  F.R.  109;  26  F.R.  1693, 
6463;  27  F.R.  684,  6409;  28  F.R.  1093, 
7060;  and  29  F.R.  1861)  for  the  period 
January  26, 1964  through  July  25, 1964. 

Nothing  to  report. 

Dated:  July  2, 1964.  ' 

F.  A.  Mechling. 

[F.R.  Doc.  67-7209;  Filed,  July  20,  1964; 
8:49  ajn.] 


EUGENE  S.  ROOT 

Statement  of  Changes  in  Financial 
Interests 

Pursuant  to  subsection  302(c),  Part 
III,  Executive  Order  10647  (20  F.R.  8769) 
“Providing  for  the  Appointment  of  Cer¬ 
tain  Persons  under  the  Defense  Produc¬ 
tion  Act  of  1950,  as  amended,”  I  hereby 
furnish  for  filing  with  the  Office  of  the 
Federal  Register  for  publication  in  the 
Federal  Register  the  following  informa¬ 
tion  showing  any  changes  in  my  finan¬ 
cial  interests  and  business  connections 
as  heretofore  reported  and  published  (20 
F.R.  10086;  21  F.R.,  9198;  22  F.R.  3777, 
9450;  23  F.R.  3798;  9501;  24  F.R.  4187, 
9502  ;  25  F.R.  102;  26  F.R.  1693,  6405;  27 
F.R.  648,  6409;  28  F.R.  197,  7060;  and  29 
F.R.  1675)  for  the  period  from  January  1, 
1964  through  June  30,  1964. 

Nothing  to  report. 

Dated:  June  30, 1964. 

Eugene  S.  Root. 

[F.R.  Doc.  64-7210;  Filed,  July  20,  1964; 

8:49  a.m.] 
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